United States News 


& 


Magazine Perspective 
with Newspaper Speed 


Vol. VII, No. 22; May 29, 1939 


PUBLISHED WEEKLY INDEPENDENT 


Price: 5c Per Copy 


TITLE REGISTERED U. S. PATENT OFFICE 


Government as a banker . shift 
in outlook .. . tax changeighead . . 
Congress on the home stfetch. 7 


- 


HE drift, rather. strongly under way, is. 


toward expanded Government” bankihg 
direct lending and loan in- 
curance. fewer future spending increases. 

Richt now the drift is in sentiment and 
aved thinking; less toward immediate 
action. Yet Cotigress is warming up toward 
st least one plan of action. 

The plan most strongly supported calls for 
the RFC to insure, up to one million dollars, 
lyans made by private bankers to small busi- 
ness men in need of longer-term as well as 
short-term credit, This plan of Senator Mead, 
of New York, carries tacit White House 
| backing. 

A second plan, growing from back-home 
pressure for more.public works, is taking 
shape around the idea of a Public Works 
Bank to finance projects outside the Govern- 
ment budget. The PWB would get money by 
selling securities directly to the public. This 
plan is for the future. 

Likewise for the future, but not to be writ- 
ten off, is the idea of a Government-directed 
Capital Credit Bank system. This system 
would rest on Government money-control 
powers. It fits neatly into the strongly-held 
Congressional view that Goverriment has un- 
wisely delegated its constitutional power 
over money to private bankets, White House 
support for a CCB is lacking. 

Government banking, already vast in scope, 
appears to face expansion rather than con- 
traction. The greatest importance can attach 
to the new Federal Loan Agency, a holding 
company of bank operations, 


in cha 


* 

7 A better feeling over the business outlook 
now can be recorded. 

Current statistics are fairly gloomy. May, 
like April, is being crossed off as a poor 
month, Some improvement is looked for in 
June, with any important upward push de- 
layed until fall. 

But the war scare that upset a promising 
period of industrial recovery is giving way to 
ameasure of confidence that war can be avoid- 
ed for a time. , 

To this encouraging development is to be 
added the prospect that corporation tax laws 
will be modified at a few points as a gesture 
to business. Also, the country recently has 
been using goods at a rate faster than indus- 
tty has been producing them. 

These developments add up to at least some 
increase in industrial activity. 


. * * 

The tax change outlook is clarified but 
little altered, 

Mr. Roosevelt is: accepting: “the. relatively 
minor changes, previously reported here, that | 
already have Treasury and Congressional 
ae ‘upport. The President is insisting, however, 
that the section of the revenue act barring 
unreasonable accumulation of reserves be 
tightened further. 

This insistence accompanies agreement to 


let the undistributed profits tax, principle 
and all, die, = 


; * * * 

Heat is beginning to be put on to get Con- 
Bess out of town. Earliest prospective date 
for adjournment: July 15. 

The outlook at present is about as follows: 
; ig Works. No new appropriation asked 
“resident but strong pressure develop- 
nd or 4 new $500,000,000 program to take 
beh ‘emands from “back home” for new 
— uildings, new bridges, new hospitals, 
* —s of all kinds. Any fund voted 

urther upset the budget. 
Pooh se Pensions. Townsend plan, greatly 
er. 'S to be voted on, with defeat as- 
/Proval is scheduled for changes in 
seal urity Act to increase starting old- 
- “rence benefits with a January 1 start 

Paymien 
The $374,000,000 increase in 
‘idies _yoted by the Senate will be 
little as the agricultural appro- 
comes from conference. Presi- 
>sevelt will accept the increase, even 

oe ew taxes to raise the added money. 

‘et. The $1,450,000,000 asked by the 


Pre 
Sident for WPA is likely to be voted 
fio eht. 


with banks, whose functions 
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Uncle Sam, the Successful Banker: 
The Profit Record: 


HE Federal Government at this time is in ¢ 
the banking business to the extent of 12.4 
billion dollars. | 
Of this sum, 7.6 billions are in outstanding | 
loans, the remainder in cash, real estate and 
other investments characteristic of the bank- 
ing business. It is the largest banking op- 
eration in the country, probably in the world. 
Moreover, plans are now being made to ex- | 
tend the scope of Government banking, and 
President Roosevelt is reported as viewing 
with favor the Mead bill, under which the Re- 
construction Finance Corporation would under- 
write bank loans to small business. 
Gévernment circles also heard Adolf A. 
Berle, Jr., Assistant Secretary of State, outline 
an entirely new Government banking éperation 


Lending 


ever, expects to complete its operations with- , |The experience of Federal Land Banks has 
out loss, provided Congress does not order in- | 
terest rates reduced. 

The most successful Government: bank has 
been the Reconstruction; Finatice Corporation, 
which has loaned more#than 6 billion dollars 
since its operations. began in. 1932:~ it now 
has more than a billion outstanding in loans 
and expects very few Msses.:: Fhe: Treasury 
statement shows RFC. with an.-earned surplus 
and undivided profit account-of 225 million. 

A field in. Which the Government has long 
been active ag a banker is extending credit 
to farmers. The Government has :been. finan- 
cier to a large portion of the agricultaral: popu- 
sine Federal Land Banks were or- 
1917. 

These” 2 ahks started with a of 9 
rilitierdallars, largely supplied by the Govern- 
ment. By 1932 the Government interest in the 
banks had been almost entirely paid-off; but in 
that year farm. credit stringencies prompted 
the Government to replenish capital with 125 
million. 


AF 


enlarge the scope of Government banking op- 
erations. These banks functioned creditably 
so long as they charged from 5 to 6 per cent in- 
terest on long-term loans, secured primarily 
with mortgages. But Congress, under pressure 
from distraught farmers, lowered interest 
rates to 31% per cent, over a presidential veto. 
Since that time Congress has appropriated 
about. 40 millions a year to compensate the 
banks for interest losses. 

Since May 1, 1933, agricultural credit agen- 
cies, operating under the Farm Credit Adminis- 
tration, extended 5.5 billion dollars to Ameri- 
can farmers and loans outstanding. last March 
31 totaled more than 3 billions. This sum in- 
cludes money loaned on mortgages, to produc- 
tion and marketing associations of farmers and 
for drought relief. Thus the Government acts 
as banker for almost every form of agricultural 
activity. Figures showing how profitable or 
unprofitable these operations may be are not 
available, but Farm Credit officials state that 
at present more loahs are being retired than 
are being made. 


COMMODITY CREDITS 


Another banking operation performed by the 
Government for farmers is handled through 
the Commodity Credit Corporation, financed by 
RFC. This agency extends loans on specific 


would ‘to’ ‘prov ide funds for new enterprises 
by~ both governmental and private agencies. 
Mr. Berle’s plan was presented to the Tempo- 
rary National Economic Committee. 


RECORD OF U. S. LENDING 


The pictogram above illustrates the banking 
experience of ten major Government lending 
agencies, all of which maintain checking ac- 
counts with the United States Treasury. It 
shows that, on the whole, these agencies have 
been fairly successful as bankers. | 
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Newsqvams 


The Coming Tax Relief.... 


Since their organization, these agencies have | | 
loaned 10.9 billions, and 5.7 billions of these 
loans have been repaid. Income from these 


_ : commodities such as cotton, , to 
operations in interest and dividend payments Loans For Prosperity. . f 
exceeds total expenses by more than 400 mil- | | Why A “Double Budget’?....... — —w a ing. In effect, it is a 
| price-pegging operation, whereby the farmer 


This experience is reflected in many of the 30 
or more Government agencies which extend 
credit. The Treasury balance sheet shows that 
assets of Government credit agencies are 4 bil- 
lion dollars more than their liabilities. 

Treasury bookkeepers also carry more than 


gets a loan whenever prices for the commodi- 
ties fall below a specified “‘parity price.’”’ Loans 
have been made to 3% million individuals, 
totaling almost 900 million dollars. More than 
500 million dollars has been repaid to date. 


Pro and Con of National Issues. . . 
News-lines Around The World.... 


Safety For Submarines.... 


2 
3 
3 
Food—Stamps of Approval....... 5 
6 
7 
7 


Government banking operations now extend 
300 millions in the earned surplus accounts of The Voice of Congress. ee Re ee 10 from farmers to home owners, and embrace 
these agencies, indicating that Government ex- The “Berle Blueprint’...........12 commercial banks, railroads. and insurance 
cursions into banking have been profitable. mn eae Ree 13 companies as well as individuals. That officials. 


Pledged to the Government as security for 


lan no restriction of these operations was 
its loans are hundreds of thousands of homes 


made clear when President Roosevelt consoli- 
and farms, millions of bushels of wheat and A dated all but farm banks under a Federal Loan 
corn, millions of bales of cotton, millions of dol- | Also In This Issue Agency in his first reorganization message. 
lars invested in banks, railroads and businesses. | 3 The Federal Loan Agency probably will be- 
Only two loaning agencies are reflected by — gin to function July 1, coordinating activities 
Treasury books as operating at a deficit. The of the RFC, Federal Home Loan Bank Board, 
Home Owners’ Loan Corporation, which has re- Federal Housing Administration, Home Own- 
financed more than 3 billion dollars’ worth of ers’ Loan Corporation, the Export-Import Bank 
home mortgages, is carried with a deficit of 53 and all associated agencies and boards. 
millions, and Regional Agricultural Credit Cor- Meanwhile proposals to bring government 


porations have operated with a 2.3-million-dol- banking directly into capital markets so that 
lar deficit. 


Question of the Week: 
What Lessons From Coal 


Recovery Diagnosis 
By President Roosevelt., | 


A Letter From South Africa 


_ | business men and public authorities may tap 
. The Home Owners’ Loan Corporation, how- | | credit sources are expected to be pressed. 
1 
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caused some concern over present tendencies to- 
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¢March of the News 


Promises and performances .. . 
Submarine disaster . . . New lend- 
ing plans .. . Tax plans. 


ree exceeded performances on news 
fronts as the nation and the world seemed 
prepared to calm down for the summer 
months. 

Most important promise came from Presi- 
dent Roosevelt when he told the American 
Retail Federation the New Deal would go 
on, deficit spending and all. Echoes from this 
promise rebounded from other trade and pro- 
fessional meetings as business leaders prom- 
ised recovery if only the New Deal would 
recognize conditions instead of theories. 

Best performance of the week came from 
the U. S. Navy, whose men rescued 33 fellow 
sailors from the submarine Squalus, which 
sank in 40 fathoms off Portsmouth, N. H. 
Efficacy of the Navy’s diving bell for sub- 
marine rescues was demonstrated, but only 
after the sea claimed 26 lives, drowned in an 
aft compartment of the foundered vessel. 


SEEKING MORE TRADE 

Other promises included a statement from 
Secretary of Commerce Harry L. Hopkins 
that he would seek to increase non-competi- 
tive imports from Latin America, thereby 
spurring world trade; from Europe, where 
Hitler and Mussolini promised to support 
one another and Chamberlain promised Rus- 
sia that England desired a pact to offset the 
Hitler-Mussolini promise. - 

Promise for business recovery was seen 
also in Senator Mead’s bill to provide Govern- 
ment-guaranteed bank loans for business 
expansion and in the Berle plan to establish 
capital credit and public works finance cor- 
porations as well. 

Promise of tax revision seemed more con- 
crete after Secretary of Treasury Morgen- 
thau detailed for the House Ways and Means 
Committee, just what the Administration 


~ sanctioned in the way of removing tax deter- 


rents to recovery. Stressing the need for a 
balanced budget, Secretary Morgenthau dis- 
missed the undistributed profits tax as fail- 
ing to meet the original objective, described 
the excess profits tax and capital stock tax as 
‘erratic in operation,” suggested creation of 
a joint congressional committee to consider 
“over-all aspects of expenditure and revenue 
programs”, and another committee to report 
to Congress on Federal-State tax conflicts. 
Like the President, the Secretary warned 
that new revenue must be substituted for 
losses through tax révision. 


[Continued on Page 3, Col. 1.] 
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within the 


News 


HE words “spend” and “lend” are 

two of the commonest on the lips of 
Federal officials. No one, however, has 
ever gone to the trouble of getting up 
for the public an accurate “balance 
sheet” of Government loans. 


Well, we did. And quite a job it was, 
too. Some thirty-odd lending agencies, 
some of them “billionaire bankers,” had 
to be combed for information. The re- 
sults were well worth our efforts, be- 
cause, as far as we know, for the first 
time an ABC pictorial record has been 
achieved of Government lending. That 
Pictogram on Page 1 and its accom- 
panying article give a succinct picture 
of what is probably the world’s largest 
banking operation—one which hits di- 
rectly or indirectly every employer and 
employe in the United States. 


“Like the Greeks,” reports our biog- 
rapher (Page 4), Senator Mead, “wanted 
a gymnasium right next door to the 
Senate.” The Senator got his gym- 
nasium, and when he isn’t promoting 
his bill extending aid to the small busi- 
ness man he’s heaving the medicine 
ball. That bill, of vast importance to 


business, is carefully scrutinized by our | 


experts on Page 3. Along with it there 
is an authoritative study of Assistant 
Secretary State Berle’s plan for extend- 
ing Government credit through a net- 
work of “capital credit banks.” 


There’s been plenty said about “ag- 
gression” and “encirclement,” and we 
have no intention of adding to it. But 
on Page 9, some one really does say some- 
thing about it, Barnett Potter, Editor 
of “The Star” of Johanne&Sburg, South 
Africa. What Mr. Potter says in his 
letter to The United States News un- 
locks a good many problems Americans 
have been puzzling over. For a most 
penetrating analysis of a still threaten- 
ing issue, dictatorship vs. democracy, 
we suggest a reading of “A Letter From 
South Africa” on Page 9. | 


* * 


Certain officials in the Department of 
Agriculture have been wearing broad 
smiles in the last week. We investi- 
gated and got the full story which, you 
might have expected, revolves around 
the Federal food stamp plan. So pleased 
are officials with the way in which re- 
lief clients have taken to their blue and 
orange stamps that plans are under way 
to extend the experiment to other sur- 
plus commodities. It’s all told in the 
article on Page 5. 


*« 


Ever hear of a “double budget’? 
Official Washington has its ears attuned 
to the phrase ever since Professor 
Alvin H. Hansen, presented before the 
TNEC his views on this way to stream- 
line Federal bookkeeping. Then along 
came the SEC with a sample chart, just 
to show how it works. Since Federal 
bookkeeping is essentially bookkeeping 
of the individual’s purse, we give on 
Page 3 a 1-2-3-explanation of what it is. 


+ * * 


Like to know what business is ex- 
pected to do in the months just ahead? 
Our economists went into a huddle with 
topflight Government forecasters and 
came out of it with interesting and in- 
structing information. We “tell all” on 
Page 12. That same page, incidentally, 
includes a “tip” to private business, by 
showing how Government lending agen- 


cies can lend and make a profit. 


* * 


When the bell on a teletype machine © 
began to ring last week, indicating a ; 


“FLASH,” we thought it might be an- 
other European crisis. It was closer to 
home—the trapped submarine, 240 feet 
down. The press of the nation offered 
a remarkable demonstration of hour-to- 
hour reporting. In this issue of The 
United States News, on Page 7, we add 
what we think is a valuable postscript, 
by showing how this nation, out of pre- 
vious deep sea tragedies, has perfected 
a humanitarian device—available not to 
one people but to all nations. With the 
article there is an artist’s sketch of how 
this life-saving diving bell works. 
E. WorTH HIGGINs, 
Managing Editor. 


President Roosevelt, in shaping 


A Halt in TNEC Bank Inquiry ...Neutrality Plans..; 


New Presidential “Advisers’ ...lLoans For Business 


Word from the inside has it that + 
monopoly committee inquiry into 
Wall Street investment banking 
operations was “postponed” be- 
cause of fear of a portrayal of 
the difficulties of doing an in- 
vestment banking business under 
existing security laws. ‘“Post- 
ponement” is taken to mean in- 
definite delay owing to reputed 
SEC objection to a public re- 
counting of the effects of its 
regulations. 


x * 


Postmaster General Farley’s 
swing around the country is ex- 
pected to have at least this effect: 
No Democratic candidate can be 
nominated for President without 
Mr. Farley’s approval. He will 
have enough delegates sewed up 
to make his assent ‘essential. 


Word from the inside has it that 


his newest recovery program, is 
listening to A. A. Berle, Jr., As- 
sistant Secretary of State, and 
Leon Henderson, SEC member, 
rather than to Marriner Eccles, 
Reserve Board chairman. 


2 


Thé President is being told pri- 
vately that if the Federal Gov- 


ernment withdrew its present ¢ 
vast expenditures of borrowed | 
money this country’s business 
situation would be worse than in 
1932, with larger unemployment. 
The argument from this point is 
that the New Deal, to date, has 
worked no really fundamental 
readjustments, 


Representatives of important 
farm and labor organizations are 
getting the “go-ahead” signal on 
third term advocacy from indi- 
viduals who are close to the 
White House. 
signals are given with the knowl- 
edge of Mr. Roosevelt remains 
a mystery. 
x kt 


Sponsors of the cotton-wheat for 
rubber-tin deal with Great Brit- 
ain are not optimistic for success 
of the proposed barter arrange- 
ment. For one solid week there 
has been no word from Ambassa- 
dor Kennedy in London, who is 
handling the transaction. 


-Coolness toward more spending- 
for-recovery proposals is evinced 
by Secretary of the Treasury 
Morgenthau, although he care- 
fully avoids direct statements on 
the subject. He came close to ex- 


horse racing,’ 


tors. 
x 


Whether these 


business men. 


Interior. 
x 


Navy, due to illness. 


pressing his opinion to reporters 
when he said “That’s what makes 
in reply to infor- 
mation that some experts be- 
lieved spending necessary. Horse 
racing, of course, thrives on dif- 
ferences of opinion among bet- 


White House technique is said 
by insiders to call for the Pres- 
ident to hold off on a formal rec- 
ommendation of a new “spend- — 
ing-lending” program to give 
Congress a chance to develop its 
own program along that line. 
The President reputedly leans 
strongly toward the Mead bill for 
RFC insurance of loans to small 


The dope is that at least two cab- 
inet changes are coming up. One 
would grow out of selection of 
Harold Ickes to head the new 
Federal Works Agency, causing 
resignation as Secretary of the 
Another would grow 
out of the retirement of Claude 
Swanson as Secretary of the 


Those in close touch with Amer- 
ican lending plans for Latin 


America point out quietly that 
this Government is getting set to 
let some of these countries have 
dollars with which to pay obliga- 
tions to American sellers, leaving 
them free to use their regular 
dollar exchange to pay for goods 
that come from other countries. 


“war-economy’ basis. 


Recent tax conferences among 
Congressmen, the Treasury and 
the White House have resulted 
in tax plans which, in the opinion 
of Secretary of the Treasury 
Morgenthau, will “definitely con- 
tribute to recovery.” It is well 
known that the Secretary’s opin- 
ion of “recovery contributions” 
comprises revision of business 
taxes which he believes to be 


“deterrents.” 
* 


Senator Elbert D. Thomas (Utah) 
has not yet lost hope for his neu- 
trality amendment to permit the 
President and Congress to name 
the aggressor in international 
disputes, then embargo the ag- 
zressor country. He plans to tack 
it onto any neutrality measure 
which comes up, thinks it gives 
the United States a voice to 
speak out for international law 
and morality. 
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TAXES, HOT DOGS, ROYALTY, TRAGEDY AT SEA : : ; 
A TELEGRAPH MYSTERY . . . THIRD TERM BOOMS 


FORMER ASSISTANT SECRETARY of + 


the Navy leaned over his desk hour after 
hour on May 23 and 24, studying the sea charts 
of the New England coast. From the three 
long floor windows behind him, the sun beat 
down over his shoulder so intensely that he 
had to work in his shirt sleeves and sip from 
the glass of ice water on his blotter pad. 


His mind’s eye, however, was far from the 
sun-soaked room. His thoughts, keyed to the 
news that flashed into the office every few min- 
utes from the naval radio, were on a spot of 
open sea off the Isle of Shoals, and on the 
“Squalus,” 240 feet below. 

President Roosevelt’s old love for the Navy 
will never die. | 

The submarine tragedy was only one of sev- 
eral concerns in a wrinkled week. Presidential 
worries ranged from the problem of the na- 
tional debt to the question of Hyde Park hot 
dogs for King George and Queen Elizabeth. 


On the night before 
the Navy disaster, Pres- 


And a Talk ident Roosevelt entered 
the rococo ballroom of 


To Retailers a Washington hotel! 


while an orchestra played “Happy Days Are 
Here Again.” The President then sat down 
to a banquet of good American beef offered by 
the American Retail Federation. 


A Beef Dinner 


The occasion was significant because the 
Chief Executive had refused to address last 
month’s meeting of the U. S. Chamber of Com- 
merce. His speech to the retailers that evening, 
therefore, was closely followed—and was found 
to have, as the commentators noticed, a swords- 
amid-roses quality. It started off happily, how- 
ever: 

“I feel a kinship between your business and 
mine, The backbone of the customers we are 
both trying to satisfy is the same—in your casey 
the many small customers whose steady de- 
mand for the necessities and a few luxuries of 
life make up your volume—in' my case, millions 
of average American families whose standard 
of living is the practical measure of the success 
of our democracy.” 

The President smilingly noted one difference: 
he had no bargain basement. 

On Mr. Roosevelt’s right sat Louis E. Kir- 
stein, Boston retail merchant and chairman of 
the Retail Federation’s board of trustees; thir- 
teen chairs from Mr. Roosevelt sat a tall, young 


—Harris & Ewing 
$2,000,000 SIGNATURE 
President Roosevelt shown signing the com- 
mercial agreement with Nicaragua which pro- 
vides an extension of $2,000,000 in U. S. credits 
to that nation through the Export-Import Bank. 


retailer by the name of John, an employe of Mr. 
Kirstein. Earlier in the day this young retailer 
had summed up his business philosophy as a 
“hope and prayer that you'll sell goods for more 
than you pay for them.” At the banquet he 
listened hard to see if his father, President 
Roosevelt, agreed with him, and if his boss, 
Mr. Kirstein, agreed with his father. 


While the head of Lady Lindsay, wife of 
the British Ambassador, remains “bloody but 
unbowed”, as she said, the Roosevelts rolled 
merrily along with their own preparations for 
the royal visit. The White House announced 
that Marian Anderson, Negro contralto, who 
has recently been barred from Constitution Hall 
by the D. A. R. and on whose account Mrs, 
Roosevelt resigned from the D. A. R., would 
sing, along with Lawrence Tibbett, at the June 
8 musicale. They will not be paid, but will be 
presented to the King and Queen. 


An Oklahoma Indian princess, Te-Ata, will 
be the featured entertainer at the Hyde Park 
picnic planned for Their Majesties on June 11. 
Te-Ata will tell Indian stories while the King 
and Queen sit on the lawn of the President's 
“dream cottage.” As Mrs. Roosevelt announced, 


¢ the cottage is “especially convenient because it 


has no furniture.” The gustatory question of 
whether or not to serve hot dogs was settled in 
the negative. 


Another White House mystery, the case of 
the “wrong party” telegram, was solved, to a 
certain extent, during the course of the week. 
At their season-end dinner, members of New 
York’s Town Hall Club were bewildered when 
Wendell L. Willkie read an “unexpected and 
somewhat unrelated” telegram, congratulating 
all the recent winners of the Pulitzer prizes, 
from the President of the United States. 


The next day White House officials were 
fully as bewildered, expressing ‘“mystification 
at the mystification” of the Town Hall Club. 
According to Secretary Early, Mr. Willkie had 
suggested that the President send the message. 
It was apparent that the nature of the dinner had 
been changed and that President Roosevelt had 
not been notified. 


Congressional leaders 
An Agreement began clearing their 


In Tax Revision desks when it was learned 
that the President and 
Senator Pat Harrison 
had reached an agreement over revision of cor- 
poration taxes. Peace-pipe smoke had curled 
contentedly over a White House luncheon table. 


The rest of the week was a salmagundi of 
routine events. The Chief Executive signed 
the record-breaking peace-time 1940 Navy Ap- 
propriations Bill; vetoed the cattle theft bill, 
which would make G-men “nursemaids” of cows 
and bulls; nominated former Representative 
David J. Lewis of Maryland to be a member of 
the National Mediation Board; studied the re- 
port of the Trustees of the New York State 
Power Authority; and established by procla- 
mation the Santa Rosa National Monument off 
the coast of Florida. | 


And he found time to deny the report that he 
would return the visit of Britain’s King and 
Queen to travel to London in the fall. 

While the President rested at Hyde Park 
over the Memorial Day week-end, the country 
continued to break out with unofficial third- 
term booms. Former Governor Kraschel, of 
Iowa; former Governor Sweet, of Colorado, and 
Elder Solomon Lightfoot Michaux were among 
the week’s outstanding promoters. Elder 
Michaux, Washington's celebrated Negro 
“Happy Am I” evangelist, listed Anna Eleanor 
Roosevelt as Vice-Presidential running-mate. 


Controversy 


Present policies are justified ona . 


—Harris & Ewing 

PRICE OF HEALTH 
Dr. Morris Fishbein (left), editor of the Americar 
Medical Association Journal, and Senator Ellen. 
der, member of the committee holding hearings 
on the Wagner bill which proposes to set in 
motion a vast national health program financed 


by Federal funds. AMA witnesses testified in 
opposition to the bill. 
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CONGRESS’ PLANS 
FOR TAX RELIEF 


A new kind of pump prim- 
ing. Proposed Social Security Act 
changes to eliminate “tax deter- 
rents” to business. | 


F Congress decides to approve the amendmen': 

to the Social Security Act submitted to ‘)) 
House May 24, business’ and industry as as 
consumers will have 2% billion dollars more ‘9 
spend during the next three years than thev 
will have if the Act is ¢ontinued in its present 
form. 

Social security pay-roll taxes have been cri'i- 


‘cized as deterrents to business’ because they are 


levied on all businesses and all classes irrespec- 
tive of their ability to pay and bear most heavily 
on employers who have the largest number of 
employes. 

Thus, aS was pointed out recently in testimony 


. before the Temporary National Economic Com- 


mittee, the social security taxes have siphoned 
off large amounts of the national income into 
Savings. While these funds-are designed even‘u- 
ally to go into benefit payments, for the time be- 
ing they are available to the Treasury just as aly 
revenues. 


Asks Larger Payments 


to Beneficiaries of Act 


The Ways and Means Committee in rewrliin2 
the Social Security Act has met this objection 
by providing for a 1,710-million-dollar reduction 
in the tax burden during 1940, 1941 and 1942. 
On the outgo side it has provided for addition. ! 
benefits which will give social security ben*- 
ficiaries 720 million dollars more to spend du’ 
ing those vears. 

Here is the way the tax reduction is mace: 

1. Pay-roll taxes for the old-age insurance s}> 
tem are continued at the present rate of 0? 
per cent for the next three years and the schec- 
uled one-half of one per cent increase next J7° 
1 is postponed. This means an annual savine 
275 million dollars to workers and employers 
a total of 825 million dollars for the three ye.'>: 

2. Provision is made to enable States to redu® 
their unemployment insurance contributions 
a certain reserve has been attained and mi: - 
mum benefit standards have been provided. 4: 
but nine States will be able to take advantage 
this change, thereby saving employers about 2-» 
million dollars annually during the next th!' 
years. 

3. Pay-roll taxes for the unemployment i) 
ance system are limited to incomes of $3,000 
less as is already the case in old-age insura’ 
This is estimated to save employers about 60 
lion dollars a year. 


How Additional Benefits 
Will Be Distributed 


Here is the way social security beneficia' 
will share in the additional benefits: 

1. Date of starting old-age benefit, payment!» 
moved up to next Jan. 1 instead of Jan. 1, 1242 
And initial benefits have been liberalized «4 
benefits provided for aged wives, widows, orph-' 5 
and dependent parents. This is estimated to «4 
about 240 miilion dollars a year to benefit Pp.) 
ments during the next five years, although ‘* 
total cost of benefits over the next 45 years »-" 
be about the same as the cost of the pres.» 
benefits would be during that period of time | 

The term “agricuitural labor” is broade.*' 
and clarified so as to exclude ‘approximately °' 
thousand persons now covered by the insura™ 
provisions of the Act. 

About 1,100,000 additional 
bank employes and employed persons of 60 ' 
more—are brought under the old-age insuras 
system and about 200,000 persons, prineips. 
bank employes, are brought under unemp.°. 
ment insurance. 

A number of exclusions are made to elimi.+' 
the nuisance of keeping account of cases ° 
small, inconsequential tax payments. 

To insure that the tax collections will be us" 


to create old-age and survivor-insggagee 


funds and not be spent for general Treasury )™' 
poses a special supervisory- group js set uP | 
safeguard the contributions of employers 3" 
workers. 
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The March Wemsqrac LOANS FOR PROSPERITY: The — 

the AIDING BUSINESS WITH CREDIT 


S Congress nears adjournment, + .... 
the problem of business recovery | : 
remains unsolved. 


would mark a long step toward in- 
= ae | creasing business activity and there- | 


News 


| by decreasing unemployment. | 


IN NATIONAL AFFAIRS 


1Continued From Page 1] 


The House Ways and Means 
Committee embarrassed Repre- 
sentatives who had flirted with 
Townsend planners by giving 
them an opportunity to vote on 
the plan. It is an opportunity 
they would rather avoid. 


The Government's second pump- 
priming effort, launched a year ago, 
is approaching its peak, but business 
activity is below that which pre- 
vailed at the first of the year. 


Almost 25 billion “emergency dol- 


A bill to get-loans for 
small business men. Pro- 


posals for a new investment 


Dr. Donald H. Davenport of the 
Harvard business school, reported to 
TNEC that tendencies of the Ameri- 
can people to save have been stimu- 
lated rather than retarded during 
the depression. He pointed out that 
aggregate savings are now at an al: 
time high of 69 billion dollars. 

The problem of putting savings to 
use is seen by Adolf A. Berle, Jr., As- 
sistant Secretary of State, as one 
requiring a thorough overhauling of 
our system of long-term finance. 


++*THEY TAKE THEIR TIME in Kansas City when 


they arrest speeders. Instead of hustling fast drivers 
off to the nearest station for booking, the arresting 
officer removes the car's ignition key and continues on 
his beat. After half an hour or so, when his rounds 
bring him back to the scene of the arrest, the officer 


banking system to révive 
production, 


takes the offender in. On the way, the motorist has 


The case for integrity in poli- thirty minutes to think up a lulu of an excuse. On the 


Savings of Public at a 
tics saw both performance and 


promise. Tom Pendergast, Kan- 
sas City Democratic boss, re- 
ceived a 15-month prison sen- 
tence on a guilty plea to income 
tax evasion. The promise came 
from Attorney General Murphy; 
the performance: FBI Chief J. 
Edgar Hoover offered to use 
income-tax laws to clean corrup- 
tion out of Los Angeles. 


The famous Dionne Quintup- 
lets performed charmingly in 
Ottawa, Canada, when bearing 
fowers, they met their sover- 
eigns, King George VI and 
Queen Elizabeth. King and 
Queen also bore gifts. Later His 
Majesty praised the New World, 


declared Britain and the United » 


States would never resort to arms 
to settle differences. 


A physical link between New 
and Old Worlds was forged also 
when the Yankee Clipper landed 
at Lisbon, Portugal, inaugurat- 
ing regular commercial trans- 
Atlantic air service. But Orient 
and Occident were divided when 
Japanese sailors boarded French 
and British liners, indicating a 
naval blockade of China’s coast. 


_.Grover Cleveland Bergdoll, 
war-time draft dodger and some- 
time American playboy, returned 
to the United States a chastened, 
middle-aged man. He is willing 
to serve a prison sentence for 
desertion, preferring that to con- 
tinued exile in Germany. 


In London, Queen-Mother 
Mary was injured in an automo- 
bile accident, and in Washing- 
ton big guns of the American 
Medical Association were trained 
on the national health bill be- 
fore Congress. Doctors claimed 
that if business health were re- 
stored, physical health of the na- 
tion would follow automatically. 


The Dies Committee returned 
to action by investigating alleged 
fascist activities in the United 
States, heard one George E. 
Deatherage, national commander 
of the “Knights of the White 
Camelia”, name retired Major 
Genera! George Van Horn Mose- 
ley as a possible American 
fuehrer. Such talk got General 


Moseley summoned before the 
Committee; : 


lars” have been pumped into the na- 
tional economy since 1931, yet the 
problem of idle men and idle ma- 
chines remains. 

Results of economic studies are be- 
ing laid before Congress and the 
President and new means of bolster- 
ing business are being considered. 
Most of these center around lending 
proposals, contrasted with direct 
spending hitherto tried. 

A specific measure to aid recovery 
is the bill introduced by Senator 
James M. Mead (Dem.) of New York. 
The Mead bill proposes that the Re- 
construction Finance Corporation 
underwrite bank loans to small busi- 
nesses. 

Under its terms, banks insured un- 
der the Federal Deposit Insurance 
Corporation would be encouraged to 
grant business loans up to a million 
dollars, by having 90 per cent of 
those loans guaranteed by the RFC. 
Loans would be made at 4 per cent 
interest, with the RFC adding from 
14 of 1 per cent to 1 per cent as a 
premium for insuring the loans. 
Loans would be for not less than one 


year nor more than ten years, and | 


the RFC would be permitted to vary 
interest charges according to its best 
judgment. 


Small Business Men 


Favor Federal Action 


The recovery theory behind this 
measure rests on the belief that 
small business enterprises suffer 
from lack of working capital, that 
commercial banks are reluctant to 
lend to businesses thus situated, and 
that production and employment are 
therefore curtailed. In effect, the 
Mead bill applies to business the 


Same principles which Federal hous- | 


ing loans apply to residential build- 
ing. The measure is expected to en- 
courage business activity just as 
FHA encouraged building by guaran- 
teeing bank loans. 


Support for the Mead bill has come | 
from both the Administration and | 


business. 
Small business 
credit problems before the Tempo- 


men, outlining | 


rary National Economic Committee, | 
agree with Senator Mead’s theory | 
that access to capital markets is de- | 


nied them. 
The Committee also learned from 


Arthur D. Whiteside, president of 


Dun and Bradstreet, that there are | 


1,680,000 concerns in the United 
States worth less than $100,000, and 


that only five new concerns out of a | 


thousand last 50 years. He added 


that every two years, 250 concerns of | 


every thousand go out of business, | 


but that voluntary liquidations lead | 


failures by 30 to 1. 


The mortality aspect of small busi- | 


—Harris & Ewing 


“BANK NIGHT” FOR THE TNEC 
Senator O'Mahoney, chairman of the Temporary National Eco- 
nomic Committee (left); Peter Nehemkis, conductor of the exami- 
nation for the SEC, and William White, New York State Banking 
Superintendent, who proposed that savings banks and trustees be 
permitted a wider avenue of investment for funds held in trustee- 
ship now severely limited by law to restricted types of bonds. 


nesses sheds some light on credit 4 ernment officials beiieve an exten- | 


sion of this policy would stimulate | 


risks involved, and those who doubt | | such as hospitals and bridges. 


the soundness of the Mead bill are 
quick to point out that most busi- 
nesses require equity capital rather 
than loans, 


business needs investment by ven- 
ture capital rather than bank loans. 


Another program designed to ex- | 


pand production by using available 
capital is contained in proposals to 
create a Government corporation to 


finance self-liquidating Federal proj- | 
ects. Treasury officials are said to be | 


backing this proposal strongly, even 
urging its adoption by Congress be- 
fore adjournment. 

The RFC has reported that it ex- 
pects no losses’ from advances to the 
Public Works Administration for 
self-liquidating projects, and Gov- 


In other words, small | 


worthy enterprises. 


The suggested corporation would : 


raise money through the sale of Gov- 
ernment-guaranteed securities, the 


funds to be applied both to new proj- | 


_ ects and to reimbursing the Treasury Mr. Berle advocates measures con- 


for sums already spent on _ public 
works. 


public works proposals are designed 
to find uses for funds now idle in 
banks and insurance companies. A 
strong faction in the Government 


contends that herein lie both the . 
problem and solution for persistent | 


business ills. Some economists see in 
unused credit resources. the funda- 
mental reason for depression. Nearly 
all economists agree that putting 


these idle funds into productive use | 


Record High 


Mr. Berle reporied that since 1931 
private institutions have failed in 
their function of providing the flow 
of capital into production necessary 
to create tangible economic wealth. 


In any event, Mr. Berle said, capi- | 
tal must flow into production if a 


breakdown is to be avoided. Reasons 


for the present stoppage were cited 
as: 


Restrictions on free world economy 


created by totalitarian states. 
Increased need for social services, 


Fear of private capital groups to 
invest their funds. (Mr. Berle believes 
such fears are exaggerated.) 


To correct the present situation, 


tained in both the Mead bill and the 


| proposal for public works financing, 
Both the Mead bill and the new 


but in his opinion these agencies 
are insufficient. 

He would bolster the system fur- 
ther through creation of capital 
credit banks, whose function would 
be to extend long-term credit to both 
private business and public agencies 
for wealth-creating activity. In a 
word, Mr. Berle advocates a new in- 
vestment banking structure for the 
country to serve public as well as 
private needs, 


A “DOUBLE BUDGET” FOR U. S:? 
HOW IT “REDUCES” DEFICITS 


+ 


OW would the budget of the Fed- 

eral. Government look if it were 
set up like that of a private busi- 
ness? 

One answer to that question was 
given May 24 at the hearings of the 
Temporary National Economic Com- 
mittee. A chart prepared by the Se- 


An explanation of the 
“double budget.” Modern- 
izing Federal bookkeeping. 
Three kinds of debt. 


curities and Exchange Commission 


was shown to the Committee as a | 
“preliminary and experimental” at- | 
tempt to illustrate how a “double | 
| budget” might work out in practice. 


The term “double budget” is being | 


used, by the Government’s fiscal ex- 
perts to describe the division of gov- 
ernmental expenditures into one 
classification to include all operating 
expenses and another to cover all 
expenditures for public buildings and 


under the present budget set”up the 


—Harris & Ewing 


TWO FOR ONE? 
Of direct concern to newly ap- 
pointed Budget Director Harold 
Smith is the idea of the “double 
budget” which would, if accepted, 
drastically revise the Government's 
method of computing its debts. 


down inthe same category with the 
expenditures to operate the various 
departments and other ordinary ex- 


+ budget” for the years 1931-1938 fol- 


lows: 
Double Budget for the United States, 
fiscal years 1931-1938: 
OPERATING BUDGET 


Receipts and Expenditures 
(Millions of dollars) 


RECEIPTS 
Internal Revenue: 
Miscellaneous internal revenue. 13,498 


Proceeds of Government-owned 
securities, Panama Canal tolls 
and other miscellaneous re- 


1,591 
29,735 
EXPENDITURES 
Ordinary: 
Legislative, judicial and civil 
establishments ............+. 5,085 


National defense .... 
Veterans’ pensions an 


Interest on publie debt ...... 6,019 
Agricultural adjustment ...... 2,423 


C.C.C., etc., not in investment 


Write-offs on loans and invest- 


ments and § amortization of 


Total operating expenditures 39,115 | 
Operating deficit or surplus -9,382 | 


INVESTMENT BUDGET 
Loans and investments in Gov- 
ernment corporations and credit 


agencies (less repayments) ..... 3.926 


TO 


other hand, he will probably also have ample time to 
realize how silly it sounds. Anvway, it has taken a 
long time to discover “The Fourth Degree.” 


*+++A MECHANIC WORKED FOR HOURS, fixing a 


smashed radiator on a Lancaster, Pa., car that had been 
driven inadvertently over a tree stump. Finaily the job 
was completed and he climbed into the car for a test 
run to make sure he had done a good job. It was a swell 
job...he ran the car over the same stump, breaking the 
radiator again! He really should have taken the owner's 
word on how it was done the first time. 


+++ WORKING ON THE BOOMERANG PRINCIPLE, two phy- 
Ssicians of Kerang, Australia, left the same hospital by dif- 


ferent doors and started for home in their cars. Both 
traveled a block before crashing ... into each other. There's 
a vicious circle, if ever there was one! 


+ ¢¢ HITCH-HIKERS ARE NEVER AT A LOSS to discover new 


methods of thumbing their way along the nation’s highways. A 
young itinerant passing through Colorado Springs, Col., discov- 
ered a push-button whereby he could operate the traffic signal him- 
self at a main intersection. Turning the light red, he permitted a 
line of cars to gather and then walked the length of them, trying 


for a lift. It didn’t work, so he turned the light green, cleared the 


intersection, and tried his ingenious system on a new batch of 
drivers. Then the Law caught up with him. Well, that’s the 
first hitch-hiker we ever heard of who possessed a double-action 
thumb. 


+++NEW JERSEY IS THE SAFEST STATE to drive around in, 


we guess, for the National Safety Council has conducted a 
contest recently which returned the Garden State as winner 
in all classes. On the heels of this bit of good news comes 
word that New Jersey has just passed a $38,000,000 highway 
appropriations bill over the opposition of those who favor 
diversion of gasoline tax funds for other purposes. These 
two items sort of tie in together, don’t they ... SENATOR? 


+++HAVE YOU HEARD of the henpecked husband who wrecked 


his car because his wife fell asleep in the back seat? 


MARKET for the Standard Oil Company (N. J.) 
is a big job. Nearly $200,000,000 is spent each year by operating 
affiliates of the Corporation for supplies and equipment. Purchases 
may range from a surgeon’s scalpel to a Diesel locomotive—from 
a refinery pipe still to the goats that keep the grass trimmed 
around the Bayway storage tanks. Othe: items represent such 
different categories as measuring tapes, glassware, clocks, corks, 
fire-fighting equipment. musical instruments, paper napkins, 
cheesecloth, sponges, putty, bicycles, brooms, even mousetraps! 
Telegraph poles for the Arabian desert and Christmas trees for 
employees far from home are bought, together with piers and 
terminals for the Corporation’s ocean carriers, comprising the — 
largest privately-owned fleet flying the American flag. Ship sup- 

plies and provisions for these vessels constitute a sizeable part of 
the budget. Scarcely an industry does not get some of these or- 


other similar non-recurring expen- penditures? ders. They cause steel mills to continue operations; they drive 

ditures, a | mine shafts deeper; they keep chemists and foundrymen and lum- s 

is Tennessee Valley (power) ...... 72 rectly. in a very rea: sense, DF : 
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type. 
How. should all these expenditures 


plify governmental budgetary prac- 
tice. 


Corporation will have suffered by the 
end of the fiscal year 1930, and allocat- 
ing $94,000,000 of this to the fiscal year 


tidbits, news and personal opinions to Northrop Clarey, 
Standard Oil Company (N. J.), 30 Rockefeller Plaza, 
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May 29, 1939 


The Question 


J. R. Steelman 
Washington, D. C.; Director, U. 
S. Conciliation Service, Depart- 
ment of Labor; President’s Special 
Mediator in Soft Coal Strike, 


answers: 


UFFICIENT time has not elapsed 
to afford a true perspective of 
the controversy in the soft coal in- 
dustry and its settlement. We all 
realize that the causes for these re- 
cent difficulties were of a peculiar 
and, if we consider industrial prob- 
lems in this and other countries, 
perhaps ufique nature. 


While Germany, Canada, England 
and Australia have seen controver- 
sies in the coal industry, none of 
these countries ever witnessed a 
controversy arising over the ques- 
tion of bargaining unit, ete., and 
¢evoid of differences regarding 
wages, hours and working condi- 
tions. This has been due i the main 


to the fact that employers in those | 


countries do not dispute the right of | 


workers to organize and bargain col- | 


lectively. 


Value of Negotiation 


I think a fairer appraisal could 
be 


made of this controversy and | 


more definite answers to the ques- : 
tions you submit could be provided 


after a return of the indusry to nor- 
mal conditions than can be made 
at this time, but, as you have urged 
me to make an immediate reply, I 
submit the following: 


First, 


in my opinion, the lesson | 


America can learn from the contro- | 
versy and settlement is that, so long © 


as negotiations continue, aided by 


the impartial counsel and dispas-_ 
sionate approach of a conciliator, it | 


is reasonable to assume that the 


conferees will ultimately find a fair 


and equitable solution. 


Second, in order to minimize stop- 
pages of work that threaten to in- 


terfere with our economic Stability, | 
I believe that it would seem advis- | 


able for management and labor to 


cultivate the habit of giving the | 


United States 
reasonable advance notice of 
threatened strike or lockout. This 
would enable an impartial negotia- 
tor % arrive on the scene, to re- 


Conciliation Service | 
a | 


view the economic and psychologi- | 
cal czuses of the dispute, and to help | 


solve the problems ‘involved prior 
to a stoppage of the processes of 
production. 

Further, I think there should be 
a tacit ee in all such 


aa nderwood & Underwood 


JOHN R. STEELMAN 


negotiations for new contracts that 
the parties will maintain the status 
qu’ a reasonable time after the ex- 
piration of the old contract. Thus 
the economy would not be disturbed 
so long as the parties continue to 
negotiate in good faith. 


Lastly, let me assert once again 
that strikes have occurred equally 
in countries where they are prohib- 
ited by law, as in Australia, and in 
countries in which government pol- 


coal 


icy is confined to conciliatory inter- | 


vention; any hopes, therefore, that 
this or that device will completely 
Safeguard our country’s industry 
against further interruption are 
likely to be disappointing, though I 


of the Wee : 


TITLE REGISTERED S. PATENT OFFICE 


ploye relationships. 


country in general. 


The recent tie-up in the soft.coal industry, with its threat 
of stoppage of fuel supplies to cities and to industries, drew 
nation-wide attention to vital questions of employer-em- 


With the tie-up ended in nearly all of the Appalachian 
area, the public still is feeling for answers to these ques- 
tions, fundamental to the well-being of business and of the 
The United States News therefore ad- 
dressed to leaders of mine labor organizations, to leading 
coal mine operators and to others the following questions: 


1. In your opinion, what lessons can America 
learn from the strike and its settlement? 

2. What, in your opinion, can be done to avoid 
such disputes and stoppages of work in the future 
that might threaten to upset our economy? 

Answers received are presented herewith. 


the Appalachian Coal Conference 
for so many days. 
The settlement reached means 


be inconvenienced in any way. _ 
The needs of public utilities, hos- 

pitals, transportation services, etc., 

were becoming critical. 


Moreover, the manufacturing indus- 


tries of the country which are now 


+ 


tions, and in continuing their nego- | 


tiations until they came to agree- 


/ ment in order to preserve the inter- 
that all communities needing coal 
will have an ample supply and that — 
neither the public nor business will | 


beginning. revival would have been | 


confidently predict that a more gen- | 


eral use of governmental agencies 


prior to rather than after a cessa- | 
tion of work will contribute mate- | 


rially to a reduction in the number | Rare 
separate companies or associations 


of such interruptions. 


and the union be made rather than | 


It is the habit of consultation that | 


needs to be vigorously fostered, for 
ultimately genuine industrial peace 
in a democracy is not created by the 
setting up of machinery, but is de- 


pendent upon the attitude which | 
labor and management take to one | 


another. 


Frances Perkins 
Secretary of Labor 
answers: 


HE public interest has been pre- 
served in the adjustment of the 
cifterences which had deadlocked | 


-— 


seriously hampered if they could not 
have been supplied with coal at a 
reasonable price and with regularity. 

For these reasons, aS well as the 
public convenience, it seemed wise 
to the Government to recommend 
that individual agreements between 


to delay negotiations longer. Both 
operators and the union agreed to 
attempt to carry out the Govern- 
ment’s request to do so wholeheart- 
edly. 


Value of Bargaining 


It is fortunate that by last-minute 


and union they have reached agree- 
ments of their own which will restore 
the coal business to its usual produc- 
tion and distribution. 
Representatives of operators and 
miners are to be congratulated for 
their patience and striving, under 
what’ were sometimes trying condi- 


+ later he was back—as the Represent- 
ative of the 42nd District of New | 


Senator J. M. Mead 


Champion of “Little Fellow,” 
Now a Leader in Drive for 
Loans to Small Business 


669T IS self-evident that the well- | 


being of our economy cannot be 


divorced from the well-being of 
small and medium-sized corpora- 
tions. . . . The essence of the re- 


vitalization of small business requires | 
that it be provided with more capital | 


and with better credit facilities.” 


life and breath 
behind the cur- 
rent activities of 
Senator 
M. Mead (Dem.), 
of New York. 
Senator Mead is 
in the news be- 
cause his senti- 


small 
anticipated the 
testimony now being offered at the 
Temporary National Economic Com- 
mittee hearings. (See page 3) 


Fifty-four years ago Mr. 


Senator J. M. Mead 


» 


The above. 


quotation is the _ several important bills, including the 


James | 


York. That was in the year of the 
Sixty-sixth Congress; now, 10 Con- 
gresses later, he is still on Capitol 
Hill, filling the vacancy caused by the 
ceath of Senator Copeland, and still 
fighting for the * 
“small” man. 

During his two decades in Con- 
gress Senator Mead has supported 
the worker, the farmer, the war vet- 
eran and the Civil Service jobholder. 


big’ cause of the | 


When he was Chairman of the House , 
Committee on Post Offices and Post 


Roads, Mr. Mead was the author of 


40-Hour Week Law for postal workers 
and the Mead Air Mail Act. Among 


the Senate committees on which he | 


is serving at present are the Com- 


mittee on Commerce and the Com- 


ments on aiding | 
business | 


Mead 


Started life in a small cabin besiae | 


the tracks of the Lackawanna Rail- 
at Mt. Morris, N. Y. Since then, 
after a youth of intermittent public 
school education and sand-lot base- 
ball, he has been a_ water- boy, 
lamp-lighter, switchman, policeman, 
County Supervisor, State Assembly- 
man and Congressman. 


Headed Rail Union 


Senator Mead’s railroad career, 
which started when he was 12, was 


Climaxed when the Buffalo switch- | 


men elected him president of their 
union. After a few more years of 
working on the tracks all the live- 
long day, he was appointed, at the 
age of 25, to the Capitol police force 
ait Washington. 


Leaving the Capital to return 


1ome to manage a political cam- ° 


daign, he told his fellow policemen 
chat he would return in 10 years as 
& member of Congress. Eight years 


< 


| Territories 
Island Posses- 
sions in the De- 


mittee on Manufactures. 


+ Howland, Canton and Enderbury. 


Now, when President Roosevelt’s 
Reorganization Plan No. II goes into 
effect and the Bureau of Insular Af- 
fairs is transferred from the War 
Department to the Department of 


| 


est of the general public, which had 
so much at stake in the controversy. 

The decision arrived at is further 
evidence that in the orderly process 
of collective bargaining lies the solu- 
tion of differences between labor and 
management. 

Where there is the will on both 
sides to compose differences a way 
can be found at the conference table 


4 as this settlement shows so conclu- 4 * 


Sively. 


Director of Conciliation John R. 


Steelman and Commissioner of Con- 
 Ciliation James F. Dewey are to be 
congratulated and commended for 


their untiring efforts in assisting the 


| negotiators, both operators and min- 
_ ers, to continue and to reach their 
own settlement of the controversy. 


(From aé_e statement 
Washington May 13.) 


issued at 


Van A. Bittner 


Charleston, W. Va.; President, 
District No. 17, United Mine 
Workers of America, 


answers: 
NSWERING the questions, may I 
say: 
1. The United Mine Workers of 
America must be recognized as a 


_ nomic and social life of the nation. 


cial and banking interests, as well as 
the great American public whom the 


coal industry serves, must recognize | 
' mining industry. 
their families to enjoy a real Ameri- | 


the right of the coal miners and 


can standard of life, comparable with 


the tremendous hazards of their oc- 


» | 


cupation and the great service they _ 
render to every element of our citi. 
zenship and our country. 


The coal operators who control the 


mine industry must learn to coop- | 


—Harris & Ewing 
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erate with our Government in that 
_ Vital constructive force in the eco- | 


regulation which means a stabilized 


_ industry where coal can be sold at 
2. The coal operators, the large | 
| industrialists, and the great finan- 


a reasonable profit which will further 


insure the wages and hours of’labor 


and working conditions, which in 
turn will mean a better life for the 
men, women and children of the 


Such a regulated, stabilized indus- | 


try, with the United Mine Workers of 
America accepted by all as the col- 


_ lective bargaining agency for the coal 


miners, will in the end give the 
miners and their familes that con- 
dition of life which will prevent 
strikes. 


, SHOULD GOVERNMENT CONTINUE | 
SUBSIDIES TO AGRICULTURE? 


In the issues of May 15 and 22, a+¢ 
symposium of views was presented | 


on the question 
agriculture. Leaders in the agricul- 


_ tural and legislative fields were asked 


if they considered as necessary such 


of subsidies for | 


large subsidies as the Government is | 


paying to farmers, if such a policy | 


| | aumed at preventing the industrial- 
arrangements among the operators | 


ization of agriculture is wise, and 


| what would be the effect of a with- 


the Interior, Mr. Gruening will be | 


assigned also the duties pertaining | side 


to the civil government of the Phil- 
ippine Islands. 


As the director of Uncle Sam’s 


responsibilities, 
running Alaska river boats and culti- 
vating sugar cane to producing rum 
and leasing Bluebeard Castle Hotel in 
the Virgin Islands. 


His past experience, during his 52 
years of life, has been just as varied. 
The son of a famous New York 


| ophthalmologist and ‘otologist, Ern- 


Aside from his hobby of stamp col- | 


lecting, the New York lawmaker has 
been interested in 
rausele-building. Today, through his 
efforts, Congressmen may pull 


Congressional | 


weights in a well-equipped, seli-sup- | 
_ Teader, city editor and assistant edi- 
| tor of the Boston Herald; managing 


porting gymnasium. 


Ernest Gruening 


Administrator of Territories, Who 
Now Takes Over Direction of 
Philippine Civil Affairs 


ILLIONS of Polynesians, 

mos, Spanish-Americans, 
groes and whites, 
world, especially in Oceania, now 
look upon Ernest Gruening to ad- 
minister their civil affairs. 

Since 1934, 
upon the creation 
of the Division of 
and 


Eski- 


partment of the 
Interior, Mr. 
Gruening has di- 
rected the affairs 
of Alaska, Puerto 
Rico, the Virgin 
Islands, Hawaii, 
and five islands 


Ernest Gruening 


— 


Ne- | 
throughout the | 


est Gruening was 


“CO- | 
lonial” possessions, Mr. Gruening has | 
multi-colored 


graduated from | 


Harvard with the class of 1907 and | 


from Harvard Medical School four 
years later. 
turned to journalism, 
began 
Boston American, 

He was successively reporter 


and in 1911 


editor of the Boston Traveler; man- 


aging editor of The Nation. 
In 1924 he was national director 


of publicity for the La Follette Pres- jing small 


idential campaign. The next two 
years he spent largely in Mexico 
collecting material for a_ book, 
“Mexico and Its Heritage,” 
is generally acknowledged to be the 
present-day standard work on Mex- 
ico. 


Founded Paper in Maine 


Switching from Mexico to Maine 
in 1927, Mr. Gruening founded the 
Portland Evening News and con- 
tinued as its editor until 1932. 

Under Mr. Gruening’s 


posed for the first time the events 


| Surrounding the occupation of Haiti 


States. 


and Santo Domingo by the United 
Since that time, long be- 
fore the New Deal, in print and on 


| the platform, Mr. Gruening has been 


: | a crusader for the “good neighbor” 
in the South Pacific, Jarvis, Baker, | policy. 


With this training he | tered into the same type of program, 


_ naturally, unless we subsidize farmers 
work as a reporter on the | 


, COpy | 


drawal of the subsidies. The follow- 
ing additional answers were received: 


Rep. H. P. Fulmer 


Democrat, South Carolina; 
Member, House Committee 
On Agriculture, 


answers: 
WHEN the tariff policy was so 
e written for the purpose of help- 
ing weak industries, it was stated by 
those interested that unless in estab- 
lishing such a policy, which would, 
naturally, add to the cost of the 
manufactured goods, a bounty was 
given to farmers, the time would 
come when agriculture would be bled 
white, and, because of the destruc- 
tion of the purchasing power of this 
large group of people, naturally, in- 
dustry would tend to fall by the way- 


This statement virtually came true 
in 1932, in that during the years prior 
to that time, farmers had been losing 


_ their lands at the rate of thousands | 
from | | 


annually, and, because of the lack of | 


purchasing power on the part of 
these people, industry and business 
came very near going on the rocks. 

Either the tariff policy will. have to 
be abandoned, or farmers will have to 


be paid a subsidy so as to place farm | 
prices on a parity with the prices of | 


that which farmers buy. 

In that it would be impossible to 
destroy the tariff system at this time, 
because all other countries have en- 


on that portion of their products 
consumed in the United States, pov- 
el'ty and illiteracy will continue. and 


| business will have to slow down, and, 
ina great many instances, factories 


and business will have to close down. 
aging editor of the New York Trib- | 


une; and, from 1920 to 1923, man- 


farmers, 


which | 


2. The present farm program, soil 
conservation, and the subsidizing of 
under the program, which 
is fair to all types of farmers, includ- 
and 
share-croppers, in fact, giving to 
tenant share-croppers and small 
farmers a larger subsidy than the 
large farm operator, tends to hold 
down large farm operations, and en- 


| courages small farm operations, also, 


the building up of the soil; thereby, 
in the South, cutting considerably 
expensive fertilizer bills, as well as 
bringing about diversification in 
farming, which will prove to be the 
salvation of many farm sections of 


east. 


large tenant and | 
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into machine farming, which would 
tend toward the placing of the pro- 
duction. of farm products in the 
hands of large farm operators, well 
organized groups, all of which would 
tend to place the production and 
marketing of farm products under 
monopolistic control and distribu- 


tion, which would further increase | 
unemployment and poverty, which | 


would add to the relief rolls and con- 


Siderable expense to the State and _ 


Federal Government. 


ing by well organized groups, as ‘well 


as the distribution of farm products | 


commission merchants and 
brokers, many of them real parasites, 
sapping the very lifeblood out of 
farmers and the consuming public, 
are the major obstacles in connec- 
tion with every effort that is being | 


basis, and the bringing about of a 
lasting recovery. 

Under the present set-up farmers 
have nothing to do with the distribu- 


lutely without any bargaining power | 
as to fair prices for their products. 

In other words, they have to pay 
these fixed prices for that which they 
buy, and accept whatever price they 


may be able to receive for their prod- | 


ucts. 

Either one of these things will 
have to be done; that is, the break- 
ing up of monopolistic price-fixing 


groups, or the continuation of the 


_ the country, especially the South- | 
managing | | 
editorship The Nation in 1920 ex- | 


3. It is my belief that the with- | 


drawal of the payment of a proper 


subsidy to farmers, in line with the | 


benefit received by industry, all of | 


and the consuming public. 
tend to increase the foreclosure of 
farm lands, and the buying in of 
these lands by those who would go 


_ Which is at the expense of farmers | 
would | 


payment of a proper subsidy to 
farmers, or the fixing of prices of 
farm products on a parity basis, un- 
der legislation, or with the assistance 
of the Federal Government. 


There is a very strong tendency in 
Congress at this time to Bigs | 


farm products consumed in this 


country on a parity basis. 


Albert K. Mitchell 


Tequesquite Ranch, Albert, New 
Mexico: Former President, ~ 
American National Live 

Stock Association, 


answers: 


HILE I am definitely in favor of | 


part, 


| ditions, 
The tariff, the controlling of dis- | 
tribution and monopolistic price-fix- | 


| losing money. 


egisla- | 
tion absolutely fixing the price of | 


+ of the Federal benefits, I am opposed 
| to the reckless Federal spending 
| program. 


Failure of the present agricultural 


_ program is now apparent despite 
| tremendous outlays of Federal funds. 


I believe our farmers are, for the 


we can get the Government to let 


WHAT LESSONS CAN AMERICA LEARN 
FROM THE TIE-UP IN COAL INDUSTRY? 


«+ Charles O'Neill 


New York City; President, United 
Eastern Coal Sales Corporation: 
President, Central Pennsylvania 
Coal Producers Association, a 
Spokesman for Operators in 

Coal Strike Conference, 


answers: 
MERICA can and should learn 
many lessons from the recen: 
tie-up and settlement of the Appa- 
lachian Wage Agreement. 

The settlement means that union. 
ism is accepted by the management 
and is not merely tolerated. 

It establishes a relationship tha’ 
does two things: 

(a) Protects the union in its j:)- 
risdictional claims as an industria} 
(vertical) union and prevents th- 
costly wars between rival unions or 
groups occurring, thus saving the 
employer the trouble and monev 


that is inherent in certain union 
set-ups in other industries and 
trades. More important, however. }; 


recognizes the U. M. W. of A. as a 
part and parcel of the industry. 


Rights of Management 


(b) Preserves completely the 
rights of management. The agree- 
ment provides: “That the manage- 
ment of mine, the direction of the 
working forces, and the right to hire 
and discharge are vested exclusively 


_ in the Operator and the United Mine 


| Workers 


of America shall no: 


| abridge these rights.” 


| 


in a reasonably strong | 
| position at this time and the sooner 


This clause, coupled with the 
“penalty” or enforcement clause of 


_ the contract, ensures the emplover 


against unauthorized strikes; assis's 
in development of efficiency by. per- 
mitting without hindrance’ the 
transfer of’ men from one job to 
another in accord with manage- 
ment’s judgment; preserves. the 
complete right to hire and dis- 
charge, except for personal preju- 
dice, and therefore can prevent 
“slow-motion” strikes, sabotage or 
Subversive movements of any kind 
directed against the employer. 

In the above respects the agrer- 
ment is unique in American indus- 
try. Its friends hope for great 


' things from it and in the way of 


them stand on their own feet the | 


better off the farmers will be and 
the country in general. 


employer-employe cooperation in 
production and in all other matters 


affecting the business. 


I commend you on the interest | 


ation, 


J. P. Warbasse 


New York City; President, The 
Cooperative League of the 
United States of America, 


answers: 


TAKE pleasure 

your three questions pertaining 
to farm subsidies in the United 
States. 


In reply to question No. 1, in my 


opinion it is necessary to subsidize 
agriculture to the extent contem- 


It is too early to state what can 


ou h taken to i this sit | be done to avoid such disputes and 
spo | stoppages of work in the future. Cer- 


tainly, it is unlikely that this par- 
ticular dispute will arise again in 
the bituminous coal industry unless 
the agreement is a failure. If 1! 


jis a success, the chances of stop- 
_ pages of work for other causes wil! 


in replying to | 


| 
| 


plated by President Roosevelt. While | 


subsidizing agriculture 
economy, it is made necessary be- 
cause under present economic con- 
agriculture cannot 
without subsidy. 


Since 1921 agriculture in the 


business, has on 
It is a failing form 
of business. Inasmuch as the Gov- 


ernment subsidizes other businesses, 


is a false | 


exist | 


be greatly reduced, if not altogether 


‘eliminated. 

All collective bargaining is base 
upon good faith and acceptance of 
a mutual responsibility. The writer 
believes this agreement will be ac- 
cepted and carried out in this spi’. 
If so, it will help the coal industry 


and may point the way in other 


cases. 


Miss Macy A. Knight 


Cumberland, Md.; Representing 
Georges Creek and Upper Po- 
tomac Coal Association, 


answers: 


United States, as a manufacturing 
the whole been | 


N MY opinion, the lesson that 
America can learn from. ‘he 
strike is that it is a loss that ¢4” 


never be regained. 


such as shipping, railroading and | 


_ banking, agriculture must be subsi- 


be kept alive. 


existing economic conditions, 


| The industrialization of agriculture, 


or food production, may come in the 


course of time; 


the 
too-rapid elimination of the family- 


tion of their products, and are abso- | sized farm is certainly undesirable. 


_ dized for the same reason if it is to | 
made to place all groups on an equal | 


| while other 


If the average person saves a 
month’s salary during the period © 


a year, he is ahead, but if tnreush a 


strike he loses just one month's s4- 
ary, he loses something that he ¢a” 
Replying to question No. 2, under | 


never agair hope to have. 


Parts 


of our country suffered some terrid.e 
| hardships as a result of this stmke 


parts of our 
knew nothing about these. 


country 


| I suggest that a permanent con- 


but the American | tract under Government rules and 


farmer is not sympathetic to such a | regulations witha clause prevent: 


trend. 
as a remote possibility. 


| In order to provide for a period | 
of readjustment, should agriculture | 


It can only be thought of . 


any kind of a strike would help | 


) 


avoid such disputes and stoppage 


of work in the future. 


move toward industrialization, the | porations will fail for the sam? 
movement toward such industrial- | reason that agriculture is fallil® 
ization should not progress toO | and all business will be Gove!’ 
rapidly. | ment-owned. This is the fate toward 


_ vidual farmers would be the more 


rapid foreclosure of farm mortgages | 
and the passing of farm ownership | 
into the hands of large financial | ship, is the consumers’ cooperatis® 
corporations. The unfortunate cir- | 


cumstance is that these large finan- 
cial corporations are not set up for 
agricultural purposes nor food pro- 
duction, but for the performance of 


other functions. 


Under a continuation of the pres- | 
farm 


profit economic system, 


lands in the United States may be 


- expected to continue to pass into the | 
hands of these great aggregations of | 
into the hands of the | 


wealth or 


Government. Ultimately, if the pres- 
the farmer getting his share | ent economy continues, these cor- 


the economy of the world. 
| The only force at work, which ¢# 


Replying to question No. 3, the ef- which the profit system is movi"= 
fect of the withdrawal of the sub- | 
| sidies that are being paid to indi- 


nN 


_ modify this trend and save produc 


| tion and distribution from 
and ultimate Government owne- 


method of business. 
substitutes the service 


method 
| which is efficient and workable, 
| 


collapse 


This’ method 


for 


the profit motive which has fu.- 


| filled its function and is now in 
state of disintegration. 


Consumers’ cooperation can | 


a 


pand into all fields of productio! 


aie 


Its natural tendency is to leave ~’ 
ownership of farm land and equip: 
ment in the hands of the farm*': 
tools a” 
equipment of the artisan worker 10 


just as he leaves the 


his hands as an individual. 
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The United S tates News 


FOOD STAMPS: HOW PLAN IS WORKING 
AND PROPOSALS FOR ITS EXPANSION 


+ 


HE Federal food stamp plan, for | 
distribution of surplus foods to | 
the needy through retail stores, is _ 


running into criticism at the same 
time that it is exceeding in effec- 


New developments in a 
recovery experiment. How 


food stamps for distribution 


of surplus commodities may 


| 
~ affect welfare of all. 
| 


tiveness even the expectations of 
Government Officials. 

The net result is that the system, 
with experimental variations, is to 
be extended to other cities—it is now 
in operation in Rochester, N. Y., 
only—and already there are plans 
afoot to extend it to other surplus 
commodities, notably cotton goods. 

In Rochester, where the plan was 
started about two weeks ago, all re- 
cipients of public aid, including bene- 
ficiaries of the social security pro- 
gram and direct relief as well as 


WPA workers, are being given 50 | 


cents’ worth of blue stamps, ex- 
changeable only for products desig- 
nated as surplus, free with every $1 
purchase of orange stamps. 


The 


minimum amount of orange stamps | 
which may be bought is one dollar’s | 


worth for each individual in the re- 
lief family. 
Blue Stamps Purchase 
Only Surplus Foods 


Thus the sale of the orange stamps, 


which must be used at the prescribed | 


minimum of $1 per person per week, 


is a check to insure that normal | 


food purchases will be continued and 
that the blue stamps will be used 
only to add to the abundance of the 
family larder. The blue stamps can 
be used only to buy flour, grapefruit, 
oranges, dried prunes, cornmeal, but- 
ter, eggs and dried beans. Both the 
blue stamps and orange stamps must 
be used within the prescribed periods 
before additional 
bought. 

In Dayton, Ohio, where the plan is 
to be started June 1, only the blue 

tamps will be to recipients 


stamps can be 


+ 


—Harris & Ewing 
STAMP OF APPROVAL 
So well pleased is Milo Perkins, 
head of the Federal Surplus Com- 
modities Corp., with the disposal of 
surplus farm products through the 
food stamp project that plans are 
being rushed to open the project to 
other commodities. 


of direct relief and an effort will 
be made to see if the crange stamps 
can be eliminated. 

Other variations of the stamp plan 
are to be tried in the four other cities 


in other sections of the country 


where experimental projects are to 
be carried out during the next few 
months. Then when the data ob- 


tained from the different cities are 


analyzed it will be possible to deter- 
mine just which method is best ap- 
plicable for use on a national scale 
or whether any meinod would. be 
successful. 

Already the plan_has run into a 
number of criticisms. One objection 
raised by makers of grocery. products 
is that the program will lead to sub- 
stitution of surplus foodstuffs for 
normal food products. Another ob- 


jection is that the plan merely will | 


raise WPA pay and result in larger 


purchases of clothing and products | 


other than food. 

As to the objection that the dis- 
tribution of the blue stamps may 
disrupt the sale of products not on 
the surplus list, Federal Surplus Com- 


modities Corporation officials admit | 


that there may be some shift in the 
demand for food products. But they 
point out that this shift should be 
minor and that the total volume of 
purchases of commodities not on the 


he Yeas and ys’ 


Editor's Note: Letters of com- 
ment and suggestion are invited. 
Those not intended for. publication, 
and those to which writers desire to 
have only their initials attached if 
published, should be so marked. 
Eren if initials only are to be 
printed, letters must be signed and 
addressed. 

Dangers of Isolation 

Sir:—Your editorial “Minding Our 
Own Business” should impress the iso- 
lationists with the futility of their posi- 
tion from an economic viewpoint. 

Worst of all, it is the position of the 
Welsher in a society which must depend 
upon cooperation of neighbor democratic 
Nations if any are to survive. 

If Christianity is rot so much hum- 
bug, then it must denounce a national 
Policy of isolation and demand an ac- 
"ve part in world affairs to the point 
f lending aid to build up trade and 
peace, and. if need be, fighting the com- 
mon enemy of democracy. 

As one Who fought in 1918, I feel com- 
Peed to fight again to save the honor 
my nation which the isolationists 
have thrown away in the name of self- 
Contained security, and to reconstruct 
® peace machinery that will save my 


‘on for fighting a war of revolution in 
our own country, 
| J. FRANK LINDSEY. 
Chicago 

x* k * 
Con A Dream Come True? 
Lawrence's “Moral Re- 
mament” is a beautiful dream, and 
'S all it is or ever can be. 
iS speaking in a language quite 
ANCOM ; 
— nensible to men like Hitler, | 
*4USS01)} 


‘i and John Lewis. Force is all 


| informed. Now, 


that th 
understand. To reason and 
Narity they ara 
~ very are complete strangers. 
Chr two thousand years of 
hag ; 
coe ‘ancy have not succeeded in teach- 
© Srotherly Love, what hope is there | 
for the world? 
PESSIMIST. 
Angeles, Calif. 


A New Job for SEC? 


— users agreed that of the 
the SEC 1 xperiments of the New Deal, 
Mal value aS accomplished something of 
Watch | “4 Ba has caused Wall Street to 
semblance €p, to do business with some 
Mav of honesty. 
rite ind Suggest that if that job can 
tttention Commission, it turn its 
that of crs . far more important job— 
Main ‘“aning up the entire monetary 
‘ the Federal Government. and 
them upon an honest basis? 
Airs reek with dishonesty. 


Killingworth, 


aff 


Conn. 


‘ans). 


TITLE REG U_ S. PAT. OFP. 


* The Poor Speak for the Rich 


Sir:—While I have been dropped from 
the common class to the poor or pauper 
class, I am taking sides with the rich 


class. You can't tax the rich to feed the | 
Don’t tax the rich to death to | 


poor. 
keep up the poor. 

Let us alone and we can work out our 
own problems, and it has been proven 
tnat way. 

Ty Ty, Ga. E. G. S. 

x * 


Justice For Veterans 

Sir:—In your May 15 issue, you un- 
dertake to catalog the 1939-40 national 
budget, and I note that you lump in 
your items, “Veterans’ Payments and 
Interest on Public Debt, $1,596,000,000", 
and it struck me as somewhat unfair to 
the veterans of this country that you 
should inferentially charge them with 
receiving a billion and a half dollars an- 
nually. 

As a matter of fact, no World War 
veteran is receiving anything except for 
injuries, and no fair-minded American 
objects to that. 

This is written to point out an injus- 
tice that I feel sure vov did not intend. 
I am sure you will agree with me that 
the above is not quite fair to the vet- 
erans of this country, 
drawing pensions, except the disabled 
(I speak now of the World War veter- 


Indianola, Miss. 


- 


Sir:—Referring to the Pictogram of 
1939, the trouble with running | 
Payments and In- | 
on Public Debt—$1,596,000,000" is | 


May 15, 
together 
terest 
the manifest 
himself. 
Under this Rooseveltian regime the 
interest on the public debt has mounted 
to an all-time high, which is in excess 
of one billion dollars annually, as I am 
to run that staggering 


“Veterans’ 


unfairness to the veteran 


' amount in with the veterans’ payments, 


the public is very liable to conclude that— 
the major portion of this amount is for 


the veterans’ payments, which is not a 
iact. 

FLOYD O. JELLISON. 
South Bend, Ind. 


(Editor’s note: The Pictogram re- 


| ferred to above was one intended to 


_intended, of course; 


show the difficulty of reducing Fed- 
eral expenditures, by lumping to- 
gether fixed charges which Congress 
would find great difficulty in reduc- 
ing. No injustice to veterans was 
the items were 


combined not because they. both re- 


HAMMOND SHERWOOD. | fcrred to veterans but because both 


were fixed charges.) 


none of whom is | 


B. B. A. 


surplus 
same. 

It is believed also that. the sale of 
the orange stamps will insure that 
the use of the blue stamps will not 
result merely in raising WPA or other 
relief recipients’ purchasing power 
for products other than food. 

Although the pian has not been in 
operation in Rochester long enough 
for final conclusions, it already has 
more than met the expectations of 
Government officials. 

The Federal Surplus Commodities 
Corporation reported that more than 
half of the city’s 15,000 families re- 
ceiving some form of public assist- 
ance bought $49,989 worth of orange 
and blue stamps during the first five 
cays the plan was in operation. All 
the city’s grocers were reported to 
be cooperating whole-heartedly with 
the program. 

Most important of all, in the opin- 
ion of officials, is the fact that the 
increased volume of sales resulted in 
reductions in the retail prices of the 
Surplus products. This is held to be 
one of the most important results. 
If prices of surplus foodstuffs can be 
Jowered, then all the population can 
benefit and the total consumption of 
foodstuffs may be increased to the 
betterment of national health as well 
as the farmers’ pocketbook. 


list will remain about the 


Possible Extension 
To Other Products 


Another result apparent in the Ro- 
chester operations is that the distri- 
bution is much more efficient under 
the new program than under the old 


_plan whereby surplus products were 


distributed directly to relief 
cipients. 

Stemming from the program are 
other implications held to be of ‘vital 
importance. 

If the plan is extended only to the 
portion of the population receiving 
some form of public assistance, a 
total of about 20 million persons, or 
one-sixth of the population, will be 
affected. 

But it is hoped that the plan also 
will prove feasible for all of the lower 
third of the income group in the 
population, which, studies, show, is 
not getting a proper diet under pres- 
ent conditions. 

And plans are being made for ex- 


re- 


tension of the program to other 


prod ucts if it proves feasible in the 
case of surplus foodstuffs. 
Milo Perkins, head of the Federal 


pointed out recently that preliminary 
plans have been drafted for develop- 
ing a somewhat similar program to 


partment stores. 


So it is that the officials most 


food stamp plan this summer may 
well turn out to be one of the most 


| concerned with recovery programs important of the Administration’s 
Surplus Commodities Corporation, dispose of cotton goods through de- point out that development of the experiments. 
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LaSalles! 


A GENFRAL MOTORS VALUB © 


A SALLE OWNERS FREQUENTLY REPORT 
L that their friends wish they'd got 
That’s why you shouldn’t 
buy any car without getting a LaSalle 
demonstration. Almost half the people 
who try a LaSalle—buy a_ LaSalle. 
It performs so wonderfully, handles 
so easily, and rides so well—that 
it captivates everyone who tries 
it. Why not get a demonstration, 


and learn the facts for yourself? 


JOIN THE MARCH TO 


for REFRESHING MILDNESS 


for BETTER TASTE 


for MORE PLEASING AROMA 


For the things they want in a cigarette, millions of smokers 


Copyright 1939, & Myers TOBACCO Ce, 


When you try them you'llknow why Chesterfields gy 
satisfy legions of smokers from coast to coast 


The National Champion, Marlboro, Mass., American Legion Drum : 
and Bugle Corps. The Right Combination of skill, precision and rhythm. 


CHESTERFIELDS ARE 
MILDER...THEY TASTE BETTER 


allover the country are turning to Chesterfields. There’s more 
real smoking pleasure in Chesterfield’s right combination of 
cigarette tobaccos than in any other cigarette you ever smoked. 
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FEEL BETTER \ 
ALREADY ! 
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HE’ LL TRY ANYTHING ONCE 


Cartoonist Homan for United Features Syndicate, Inc. 
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“IF PAUL REVERE COULD ONLY SEE ME NOW” 


Cartoonist Talburt for Scripps-Howard Newspapers 


+ U. S. SPENDING VS. ECONOMY + 


| hee against the danger of a new* papers. 


spending-lending campaign by the Govern- 
ment are given by practically all commenting 
newspapers after an inconcl&sive mention of the 
subject at a White House press conference. 


On one point the editors are in agreement 
with the President—that it would be unwise 
and inexcusable to use the stabilization fund of 
two billion dollars to promote a policy of 
spending. 

Various comments are in agreement with the 
conclusion of the New York Times (Dem.) that 
“our national well being fares better when the 
citizens do more spending and the Government 
does less.” 

The Youngstown Vindicator (Dem.), how- 
ever, concludes that there is “no basis for be- 
lieving that a continuance of Government 
spending as a substitute for private investment 
ls the only course open.” 


Changes in the position of the Administration | 


in two directions are observed by various news- 


In addition to commendations of the 
refusal to use the stabilization fund, several 
newspapers voice regret that tendencies toward 
spending for industrial gains lead the nation 
into the sphere of Government ownership. _ 


The charge is made by the Buffalo Evening 
News (Rep.) that “the menacing attitude that 
the New Deal has assumed toward industry dis- 
courages plant improvement and new ventures.” 

“The Administration,” says the Indianapolis 
News (Rep.), “is siphoning savings into its reck- 
less spending program, stuffing the banks with 
Government obligations, hampering enterprise 
on all sides with stifling regulations, taxing the 
enthusiasm and initiative out of men who are 
ready and eager to’go ahead.” 

“It appears,” according to the Cleveland Plain 
Dealer (Dem.), “that a combination of influences 


of which repressive taxation and inequitable 
labor relations are probably of primary import 
has so far reduced business profit as to make 
the return even of successful business ventures 
' incommensurate with the risk.” 


PRESIDENTS TALK 
TO BUSINESS MEN: 
EDITORS VIEWS 


ROOSEVELT’S speech before 
the Retailers’ National Forum is interpreted 
by the press as a review of the objectives of his 
Administration and a defense of his national 
policies. Sympathetic interest is shown by 15 
per cent of the commenting newspapers, and 
disapproval of his policy by 85 per cent. 


Several Democratic editors point out that the 
Executive draws a line between the tradition 
of his party that national welfare is more ef- 
fectively promoted by beginning with the less 
prosperous citizens, and the tradition associated 
with Republican theory, based on diffusion of 
wealth from the higher ranks. 


Critics of the President take the position that 
there was a note of discord in an emphasis on 
the objectives of small business as compared 
with big business. 


According to the Atlanta Constitution (Dem.), 
“He gave an adroit presentation of a theory of 
governmental responsibility and governmental 
activity which should appeal strongly to men 
whose business success depends upon the con- 
sumer purchasing power of their communities. 
The great weakness of the argument, from the 
financial view, is the failure to consider possible 
depreciation in currency purchasing power.” 


The foundations of the 
New Deal are considered 
Vs. Federal by the Kansas City Star 
Relief Work (Ind.) and that paper 

presents the query: “If 
you were a retail merchant, would you prefer 
a customer who has a job with genuine wages, or 
a customer who is on relief, paid by the Gov- 
ernment? If you were in any other kind of 
business, or if you were a worker, which would 
you prefer? 


Private Jobs 


“The question is pertinent because it lies at 
the heart of the talk Mr. Roosevelt delivered 
before retail tradesmen of the country, and it 
lies at the heart of the policies the Administra- 
tion persists in continuing.” 

“To the great mass of Americans,” thinks the 
New York Herald Tribune (Rep.), “the much 
heralded speech to the little business men will 
seem a confession of failure and the counsel of 
despair. The desperate, not to say hopeless, 
plight of the New Deal is accurately measured 
by this grim reiteration of policies which have 
failed, and failed and failed again. * * * 


“Mr. Roosevelt was apparently attempting to 
be more patient with his critics than heretofore. 
But he could not forget his old rancors for a 
whole speech. The bitterness toward his oppo- 
nents, the old effort to drive a wedge between 
big and little business, and between his favorite 
one-third and the guilty two-thirds of the na- 
tion, cropped out repeatedly.” 


“Mr. Roosevelt observes 
the consequence of his 
adventures,’ states the 
Chicago Tribune (Rep.), 
with the assertion: “He 


Slack Business 
Is Aseribed to 
U. S. Policies 


sees that he has stopped private enterprise but 


calls it the failure of private capital.” 


“No reference was made by the President,” re- 
marks the Indianapolis Star (Rep.), “as to when 
the remedies we have been applying may be 
expected to produce results. We are merely as- 
sured that he is satisfied he is on the right 
track and has no intention of deviating from 
the course he has been pursuing. He indicates 
unmistakably what would be his platform if his 
friends were to give him a third-term nomina- 
tion.” 

“Most amusing,” concludes the Macon (Ga.) 
Telegraph (Dem.), “ 
effort to get away from his radical tag. He asks 
his hearers to believe that he is the ‘conserva- 
tive’ and the friends of the orthodox economic 


system as we have known it throughout our na- 


tional life are the ‘wild-eyed radicals.’ 

“It just doesn’t ring true.” 

“*Appeasement’ for business is clearly out of 
the strategy that the President contemplates,” 
contends the Wall Street Journal (Ind.), with 
the belief that “the New Deal is to be driven 
as it has been driven for six years.” 

“Mr. Roosevelt and the Democratic party,” 
says the Richmond News Leader (Dem.), “Have 
more to fear from a change of public temper 
than from a change of public policy, For rea- 
sons that even the most astute politicians have 
not fathomed, the American voter reaches at 
intervals the state of mind in which he believes 
that a transfer of political leadership is desir- 
able. 

“Mr. Voter is approaching that state of mind 
now. Democrats might as well face that fact. 
Our political offensive for the next 18 months 
must be an offensive defensive.” 


is Mr. Roosevelt’s awkward 
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PRECOVERY 


MERRILY WE ROLL ALONG! 


Cartoonist Talburt for Scripps-Howard Newspapers 


1931 DEFICIT 463,000,000. 
I932-DEFICIT 2,740,600,000, 


1933 - DEFICIT 
1934 -DEFICIT 
ID35 - DEFICIT. 


2607, 900,000. 
3.606,.000,000. 


2938,000,000 


I936-DEFICIT 4361,000,000. 
I957-DEFICIT 2707000,000. 


1938 -DEFICIT 


1459.000,000. 


I939-DEFICIT 3.113.000.0090. (roars) 


“AN ‘INTELLIGENT 


‘NATION SHOULD REST ITS FAITH 
IN ARITHMETIC 


Cartoonist Elderman for the Washington Post 
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FIRST COME.— 


Cartoon in the Humboldt (Calif.) fimes, E Eureka 
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moe efforts in the leading 


SUBMARINE DISASTERS. 
* COMING SAFETY DRIVE 


—_—__—-+ 


jes of the world to reduce the” 
navies O signs of the bell have been made 


| available to foreign governments, but 


rds of undersea navigation ap- 


7a 
to be a chief result of the 


pear likely 


fate that befell 26 men trapped aft | 


America’s contributions 
to undersea safety. Seek- 
ing to eliminate more of 
the dangers. 


in the submarine “Squalus” and of 
the unprecedented rescue of 33 more 
fortunate members of her crew after 
the vessel sank off Portsmouth, N. H., 


recently. 
Similar Disaster 


Costly Abroad 


Two likely effects of the disaster 
that overtook one of the Navy's new- 
est and most completely-equipped 
submersibles are predicted. They are: 
Immediate increase in the use of the 
“diving bell” rescue chamber that 
made four trips to the ocean floor to 
carry 33 men to safety through 240 
feet of water; asweeping inquiry into 
submarine safety devices with an eye 
to possible improvements. 

The U. S. Navy at present has five 


No Tax on Income 


New Jersey believes that as industry 
thrives, the State and its people will 
prosper. That is one reason why New 
Jersey taxes are fair—eminently fair. 
Income tax? There is none in New Jer- 
sev—either On personal or corporate 
income! Sales tax? Again, there’s none. 
What's more, there’s no excise tax on 
corporations. Fair taxes are but one 
of many economic advantages that 
have caused 1347 industries to  be- 
gin operation in New Jersey during 
1938. Other great economic advan- 
tages are described in new booklet 
“New Industrial Digest of 

New Jersey.” 


Write to Desk 4-U, State House, 
Trenton, N. J. for your copy o} 
“New Industrial Digest of 
New Jersey.” 
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of the 9-ton escape bells aboard res- 
cue ships at strategic points in the 
Atlantic and Pacific Oceans, includ- 
ing the ten-by-eight-foot bell that 
saved survivors of the Squalus. De- 


so far U. S. officials know of no for- 
eign government that has installed 
the bells on rescue ships. Neverthe- 
less, disasters among foreign subma- 


rine flotillas have not been infre- | 


quent in the recent past. 


Recent disasters abroad occurred | 


in 1932, when the British M-2 went 
down, with 62 lives lost: later the 
Same year when the French “Prome- 
the’ was lost with 83 aboard; in 


1935, with loss of the Russian sub-_ 


marine B-3 with 55 men dead, and 


_ with sinking of a modern Japanese 


craft this year with 81 lives lost. 

Besides increased use of the diving 
bell, it is anticipated that the “Squa- 
lus” disaster will provide incentive 
for improvement of undersea safety 
equipment. 


Numerous Devices 


Adopted Since 1927. 


The greatest American submarine 


disaster, sinking of the S-4 off Prov- 
incetown, Mass., Dec. 16, 1927, with 
forty officers and men lost, gave rise 
to the following safety devices: The 
Momsen lung (carried aboard the 
“Squalus”), the rescue 


chamber | 


which worked with such success last | 
week, the marker buoy with tele- | 


phone attached, which provided the 
first contact between the “Squalus” 
and a surface vessel last week, and 
the identification signal gun whose 


red flare drew her sister ship, the | 


“Sculpin,” to the 
“Squalus” lay helpless. 

After the S-4 disaster a Navy safe- 
ty board was convened to examine 
thousands of suggestions for 
provement of safety undersea. 
thought probable that a similar 
board may be set up this time after 
a court of inquiry or a Congressional 
committee determines 


site where the | 


im- | 
It is | 


the reason | 


why the “Squalus’” 32-inch hydrau- | 


lic induction valve failed to close. 


Advances in submarine safety may 


follow from the loss of the “Squalus,” | 


say naval experts, 
point out that there are some haz- 
ards of under-surface navigation 


NORTH WESTERN-UNION PACIFIC ANNOUNCES 


TO THE 


that no safety device can prevent. 


=” 


High Speed - Air-conditioned 


: A new and splendidly equipped high-speed train 
» __ has joined the famous family of fast, air-conditioned 
i trains of the direct Overland Route to SanFrancisco. 


The new “Treasure Island Special’’ operates on the 
same fast schedule as the all-Pullman ‘‘Forty Niner.” 
Only 49 hours and 55 minutes between Chicago 
and San Francisco—five round trips a month. 


With the introduction of this new train, the 


s direct Overland Route places at the disposal of 
. Fair visitors three of America’s finest and 

smartest high-speed trains—The Streamliner 
 CITYOFSANFRANCISCO;’ the ‘FORTY NINER,”’ 
& and now the ‘“TREASURE ISLAND SPECIAL,”’ 


each direction! 


... fast, de luxe service 15 times a month in 


The “Treasure Island Special,’’ an all-Pullman, 
£ extra fare train, offers superlative travel comforts. 
Equipment includes a beautiful dining car, a smart 
buffet club car and an observation lounge. There 
are drawing rooms, double bedrooms, compart- 
ments, roomy berths—superb meals—a Registered 
Nurse-Stewardess—barber, bath and valet service. 


FINE DAILY TRAINS: Offering daily departure 
from Chicago to San Francisco are the all-Pullman 


San Francisco Overland Limited—the money- 
Saving Challenger —the Pacific Limited. 
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Cramped — But Safe 
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This is an artist’s conception of the interior of the Navy's diving 
bell that brought 33 men to safety from the sunken submarine 
Squalus last week. Rescued men enter from the ship through the 
narrow bottom opening and climb to the bell’s upper compartment, 
where they crouch in about 5!»5 feet of headroom until brought 


to the surface. 


CONGRESS’ 5 MONTHS: 
WORK DONE, UNDONE 


HEN the 76th Congress convened 
on January 3, 1939, there was no 
lack of grist for the legislative mill. 
Facing the assemblage of legislators, 


+ 


legislature voted for 
tional defense funds. 


immense na- 
At the same 


_ time, Congress evinced little inclina- 


whose complexion had been severely | 
altered by the elections in the pre- | 


vious fall, were problems of domes- 
tic recovery, foreign policy, and na- 


| tional defense. 


Now, just about five months after | 


the mill began to grind, only two of 
the many important issues to be de- 
cided has received the Congressional 


stamp of approval. Should Congress 


What Congress has done 
and failed to do at this ses- 
sion. The major measures 
passed and those pending. 


wish to avoid transacting the busi- | 


ness of the nation during the sum- 
mer, and still settle the half dozen 
highly controversial issues before it, 


a first-rate lubricating job will have, 


to be done on the legislative ma- 
chinery. 

To its credit the 76th Congress can 
lay claim to passage of the Army and 
Navy national defense bills, in which 
record peace-time sums were pledged 
for the country’s physical protection 
against armed aggression. Also set- 
tled was the amount of power the 
President could use in reorganizing 
the executive agencies of Govern- 
ment in the interest of efficiency and 
economy. 

In contrast, Congress has yet to 
commit itself by vote to amendments 
to the National Labor Relations Act, 
the Wage-Hour Law and the Social 
Security Act. Existing neutrality 


'rivers and harbors bill. 


laws have yet to be revised or ex- 


tended. Still to come is legislation 
for repeal, modification or continu- 


ance of certain provisions of the | 


tax laws. Still facing Congress is 
the question of how much and by 
what method Federal relief funds 
shall be spent during the 1940 fiscal 
year. The whole problem of export 
and domestic subsidies on farm 
products waits on definite legisla- 
tive action. 
Appropriation Bills 
Are Largely Finished 

This is not to say that the gen- 
tlemen of the Senate and House have 
been loafing. Scores of routine leg- 
islative matters have been settled. 
With’ the exception of the Agricul- 
ture Department Appropriation Bill, 
bogged down in conference, nearly 
all of the millions of dollars required 
to keep the Government functioning 
have been countersigned by Con- 
gress. 

And even on those important is- 
sues which have yet to reach the 
final voting stage, the prelimindry 
step—committee hearings—has been 
either started or finished. 


tion to settle on legislation which 
would clarify the United States’ for- 
eign policy. In like fashion, there 
was hesitation before the task of 
promoting domestic recovery through 
new or remedial legislation. 

A highlighted summary of the 
first five months of this session re- 
veals, in addition to the reorganiza- 
tion act and national defense acts, 
passage of the Public Salary Act 
which permits reciprocal taxation 
by States and Federal Government 
of their employes’ earnings. 

Four years after the legislators’ at- 
tention was first directed to it, the 
Townsend old-age pension plan was 
forced out of committee for consid- 
eration by the House, but under a 
“gag” rule which limited debate. 


| 


News -lLines 


TITLE REGISTERED U. PATENT OFFICE 


AROUND THE WORLD: 
A BLOCKADE OF CHINA 


GREAT BRITAIN 


ABINET approves virtual alli- 
ance with Russia. 
“What is Hitler going to do about 


it?” is the question diplomats are 


+ been made subject to tariff and cur- 


| asking, now that the British cabinet | 
has agreed to sign a mutual assist- | 


a —* 


ance pact with France and Soviet 
Russia, pledging each to go to the 
the other's aid in case of attack and 
thought to include a pledge to help 
Rumania, Greece, Turkey or Poland 


if any of those powers is attacked on 
European front. 


If the pact is signed and carried 
out, Germany would be “encircled”, 


| @ condition that Chancellor Hitler 
_ says he will “never again” permit. 
_ Indicated by the Cabinet’s decision | 
| is the collapse of one German hope, 


Designed as a strategic “show-down,” | 


the move was expected, once and 
for all, to settle this highly-con- 
troversial issue. 

Senate action squelched a demand 
for completion of the Florida ship 
canal. House action netted a new 


the two houses the Agriculture De- 


partment appropriation bill bounced 


like a ball with wordy arguments 
over farm parity payments. May 1 


Between | 


came and went and with it the cash- | 


and-carry provision of the Neutral- 
ity Law without any congressional 
action to meet the legal deadline. 


Railroad Aid, Taxes 


° To Be Considered 


When Congress got through with 
the President’s request for 875 mil- 
lion dollars for emergency... relief 
funds, 725 millions was ticketed. 
When the President renewed his re- 
quest by asking for 150 million dol- 
lars to make up the balance, Con- 
gress compromised on 100 million. 

From the House side came an ex- 
tension of powers for the Federal 
Housing Administration. The Sen- 
ate agreed with the President in con- 
firming the nominations of Supreme 
Court Justice Douglas, Secretary of 
Commerce Hopkins and Attorney 
General Murphy. 

Bills affecting the status of aliens 
originated in both houses. In the 
cards are several pieces of railroad 
legislation. That there will be some 
action on tax revision is assured by 


Senate and House leaders. 


At the time the 76th Congress | 


occupied 
It 


convened, foreign crises 
much of the nation’s attention. 


was under a cloud of Furopean con- | 


flicts that an armament-minded | 


Celebcity 


is almost any hour at the 
Bellevue-Stratford. Its world- 
famous food and beverages, 
its distinguished atmosphere, its 
incomparable service attract 


Key people, those whose names 
are news. Reasonable rates. 


Be sure, to include historic 
Philadelphia in your itinerary 


IN PHILADELPHIA 
CLAUDE BENNETT, Gen. 


the hope that Germany would never 
have to repeat the 1914 experience of 
fighting a war on two fronts. If the 
prospective Russian British-French 
pact means what it says, Germany 
will have to reckon with an enemy 
On both fronts in event af war. 

That is why many diplomats now 
say that the British Cabinet's deci- 
sion may prevent war. 


x * 


JAPAN 


| greg begins stopping foreign 
ships off China Coast. 


Reaction of the United States, 
Great Britain and:France to the ac- 
tion of the Japanese Navy in stop- 
ping and searching a French and a 
British ship off the China coast is 
being closely watched in the Far 


Fast. 
Japan now asserts the right to 
seize military goods desiined for 


China, and experts on the Far East 
are eager to know if the western 
powers will strive to deny Japan the 
right to impose a blockade in an 
undeclared war. 


Stopping Occidental vessels is only | 


the latest of a long series of en- 


croachments by Japan ,on Western 


privileges in the Far East. Interna- 
tional settlements have heen occu- 
pied, bombed and policed by Japan; 
a British ambassador has been 
strafed with bullets; an American 
ship has been bombed; river traffic 
on the Yangtze has been monopol- 


ized by Japan; Occidental trade has | 


Whether the Aland Islands, com- | 


reney discriminations, and in a host 
of other ways Japan has made it dif- 
ficult for westerners to maintain 
their position in China. 


x 


FINLAND 


YERMANY backs Finnish move _ 


to fortify Alands. 


A 
ereat 


showdown 
powers 


between 
over the 


Europe's 
question 


manding approaches to Soviet Rus- 
Slan ports, shall be fortified is now 


viewed as a potential major test of 
strength, 


Sweden and Finland are asking — 


the right to fortify the tiny islands 
which command the Gulf of Bothnia. 
Germany backs their demands. 
Great Britain, France and Soviet 
Russia are moving to protest fortifi- 


cation, presumably because in time | 


of war Germany might seize the pro- 


posed forts and block shipping in 


and out of Leningrad. 


The islands are smail, the contest | 


to fortify them has received little 
notice, but military advantage is at 
stake. 


issue is settled. 


The Maximum War Tax 


Under Senator Bone’s Bill 


In the May 15 issue of Thé United | 


States News, in an article on page 3 
analyzing three plans prepared in 
Congress to prevent war, it 


earning more than $75,000 a year 
might have to pay more in State and 
Federal taxes than the amount of 
his income. 

The United States News was in 
error in making this statement. 
Section 23c of the Bone bill makes it 
impossible for a person to be re- 
quired to pay more in taxes than he 
earns in income. The clause does 


this by permitting the taxpayer ‘to 


deduct taxes paid, other than Fed- 
eral, from his taxable income, so 
that the Federal tax proposed by 


_ Senator Bone would be levied only on 


that portion of income that remains 
after other taxes are paid. 


But | 


Consequently informed Eu- | 
‘ropeans expect fireworks before the 


was 
stated that under a bill (S. 1885) in- | 
troduced by Senator Bone a person | 


When you taste the rare 


flavor of this famed 
| Kentucky whiskey, 


you'll know why 


KENTUCKY STRAIGHT BOURBON 


WHISKEY 


IS HEAD OF THE 
BOURBON FAMILY 


machine... 


that will happen in the future. 


lions. 


a machine that en- 
ables him to predict an event 


lor, with this new Gulf ma- 
chine, the scientist can determine, 
the service life of a bearing under 


any given set of operating condi- 


Gulf turns this knowledge to 


ingenious account. By working 
upon the axiom that the life of a 
hearing is dependent upon the 
characteristics of its lubricant, 
Gulf determines with greater ac- 
curacy the particular qualities 
*metvessary in vatious types of lu- 
bricating oil, 

This ability to determine the 
lubrication needs of the present 


as well as to anticipate those 


man is Toretelling the luture 


pe GULF SCIENTIST is tak- 
ing a reading on a remarkable 


‘of the future—is one of the rea- 


sons why Gulf offers to industry 
the very finest oils and greases. 

Gulf Oil Corporation, Gulf Refin- 
ing Company, Pittsburgh, Penn- 
sylvania, 
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The United States News 


May 29, 1939 


+ SPENDING, TAXES, BUSINESS CONTROLS: PRESIDENTS 


President Roosevelt’s address May + 


22 before the Retailers’ National 
Forum in Washington follows in full 
text: ~ 


AM happy to speak at this first 

Forum of the American Retail 
Federation. I feel a kinship between 
your business and mine. The back- 
bone of the customers we are both 
trying to satisfy is the same—in 
your case the many small customers 
whose steady demand for the neces- 
sities and a few luxuries of life make 
up your volume—in my case millions 
of average American families whose 
standard of living is the practical 
measure of the success of our 
democracy. 

For you who are in the honorable 
business of storekeeping, the flow of 
consumer purchasing power deter- 
mines the difference between red 
and black on your account books; 
and for the nation the difference be- 
tween unemployment and prosperity. 


That is why I want to devote this 
opportunity to a discussion of Gov- 
ernment fiscal policy in relation to 

_consumer purchasing power. 

Some highbrow columnists and 
some high-geared economists, say 
that you and I think too much about 
consumers’ purchasing power and 


Views of the press on the 
President’s address are pre- 
sented in an article on page 6. 


look at our economic problems from 
the wrong end. . They say that we 
should glue all of our attention on 
the heavy industries, and should do 
everything and anything just to get 
these industries to work and to get 
private investors to put up the money 
to build new buildings and new ma- 
chines without regard to the average 
consumer’s need or his ability to 
use these buildings or machines. 


By and large, you will find that 
these experts are the same as those 
who in 1929 told us that conditions 
were sound and that we had found 
the way to end poverty when we 
were building luxurious office build- 
ings, hotels and apartment houses 
which consumers did not need and 
had not the purchasing power to 
pay for. 


Today in 1939 they tell you that 
. conditions are not sound because we 
are trying to build the sort of houses 
and other things which our people 
really need, and because we are try- 
ing to make sure that our people 
have the purchasing power to pay 
for these things. 


Prophesies of Bankruptcy 
Held to Be Wrong 


They were unrealistic and theo- 
retical when they were prophesying 
their new era in 1929—they are just 
as unrealistic and theoretical and 
wrong when they are prophesying 
national bankruptcy in 1939. 

To translate this into terms of the 
retail’ trade, the shelves of heavy 
industries in 1929 were seriously 
overstacked. You know’ what hap- 
pens to storekeepers if they buy 
twice as much as the public can 
buy from them. 

. In the last analysis, therefore, 
consumer buying power is the milk 
in the cocoanut of all business. 

Whether you are a big depart- 
ment store or do business in a small 
way on Main Street of a small town, 
your sales are dependent on how 
much money the average family in 
the community earns. That isa 
homely way of putting it, but it is 
an eternal truth. 

That is one reason why I have 
talked about the one-third of our 
population that is ill-clad, ill-housed, 
ill-fed. That third—forty million 
people—can buy very little at the 
stores. ‘Therefore, their local stores 
can order very little at the factories. 

Some of my friends laugh at me 
when I stress this, laugh at efforts 
to establish minimum wages. But 
the little and the big storekeeper 
understand and know they will sell 
more goods if their customers have 
more money. I want, and I think I 
have your help, to build up the pur- 
chasing power of the average of 
your customers. 

How shall we produce more cus- 
tomers with more money? 

One school of thought is what I 
call the school of the gamblers. You 
find some of them in every com- 
munity—as well as in Wall Street— 
and some of them, the political 
variety, even in the halls of the 
Congress and State Legislatures. 

That school is eager to gamble the 
safety of the nation and our system 
of private enterprise on nothing 
more than their personal hunch that 
if the Government will just keep its 
hands off the economic system cus- 
tomers will just happen. I use the 
word “gamble” because there is no 

modern experience to support their 
theory. 

- In fact, modern experience denies 
their theory. Between 1925 and 1933 
the Government abandoned practi- 
cally all concern for business and put 
into effect a tax system such as “Old 
Dealers” dream about. Customers 


bring recovery? 


rents to business. 


Would a Federal policy of keeping hands off business 
Should the Government budget be bal- 
anced, and, if so, how? Should taxes be revised? 


These questions have been in the spotlight in the con- 
troversy over methods of stimulating recovery. 
men have opposed many Federal “controls,” 
economy in Government expenditures. 


Now President Roosevelt states his side of the case. 
an address May 22 in Washington before the Retailers’ Na- 
tional Forum, he made a point-by-point reply to those who 
have criticized numerous Administration policies as deter- 
He applied his reasoning specifically to 
the affairs of the smaller business man. 

Because of its importance as a guide to Administration 
views on the welfare of business generally, The United 
States News herewith presents the address in full text. 


Business 
have urged 


and the buying power of customers ¢ straight through 10 per cent or 20 


were left just to happen. You know 
how many and how much happened. 

These people who are playing the 
“it may happen” hunch today are 
actually the wildest-eyed radicals in 
our midst, because despite proved 
failures they want to gamble on their 
own hunch once more. 

In the other school of thought we 
are conservative New Dealers. We 
are the conservatives because we 
simply cannot bring ourselves to take 
radical chances with other people’s 
property and other people’s lives. 

Now, the owner of a private busi- 
ness may have the legal right to 
take a long chance that may make 
or break his personal fortune. If he 
alone goes out of business, the eco- 
nomic system is not endangered. 

But the people who run the three 
branches of our Government do not 
have the moral right to gamble with 
the well-being of one hundred and 
twenty million Americans. If mil- 
lions of citizens starve, it is no 
answer to the starving to say that 
in the sweet by-and-by business, left 
to itself, will give them a job. 

Partisans are going around the 
country scaring parents who are not 
Starving by telling them of an in- 


creased national debt which their 
grandchildren will have to pay. Cer- 
tainly that is not as alarming as 
telling parents who are already 
starving that an untrammeled busi- 
ness setup will provide their grand- 
children with food in 1989. Yet that 
is what the radical gamblers of 
business and politics might have to 
say if they put their theories into 
practice next year. 

Not one of you who are good Ameri- 
cans and practical Americans believe 
that we could repeat the catastrophe 
of those years immediately preceding 
and following 1929. and emerge 
from it with our economic and 
social system unchanged. No busi- 
ness man, big or little, can fairly or 
patriotically ask his Government to 
take a course of action that runs 
that risk. 

That is why our school of thought 
—the conservative school—holds the 
view that an intelligent nation 
should rest its faith in arithmetic 
rather than in a hunch. 


Today, in order to provide cus- 
tomers for business, your Govern- 
ment uses Government capital to 
provide jobs, to prevent farm prices 
from collapsing and to build up 
purchasing power when private capi- 
tal fails to do it. For example, out 
of every dollar spent by the. Federal 
Government to provide jobs, more 
than fifty cents passes over the 
counters of the retail merchants of 
America. 


Social Legislation 
As Aid to Merchant 


We also use what we call social 
legislation—such as legislation to 
encourage better pay for low-paid 
labor and thereby provide more and 
better customers for you; such as 
legislation to protect investors so 
that they may continue to be your 
customers without losing their sav- 
ings in worthless stocks and bonds. 

I wonder if you have any concep- 


| tion of the number of business men 
_and bankers and economists whom I 


talk with. briefly or at length in any 
given month of the year.. I wonder 
if you have any conception of the 
variety of suggestions and panaceas 
they offer me. 

I wonder if you know the very 
large percentage of them who hon- 
estly and very naturally think of 
national problems solely in terms of 
their own business. I wonder if you 
will be surprised if I tell you that 
most of them leave my office saying 
to me—‘Why, Mr. President, I did 
not know about that. You have 
given me a new perspective. I never 
thought of the problem in that way 
before.” 

I sit in my office with a business 
man who thinks the surest way to 
produce customers is to balance the 
Federal budget at once. I say to 
him—‘“How?” 

Sometimes he says- 
know? 


should I 
That is your job.” Some- 


times he says—‘Cut the hudget | 


per cent.” 

Then I take from my desk drawer 
a fat book and it is apparent at once 
that he has never seen or read the 
budget of the Government of the 
United States. 

He tries to change the subject but 
I hold him toit. I say—‘“This budget 
is not all of one piece; it is an ag- 
gregate of hundreds of items. Either 


+ we will have to cut every item 104 §f 
per cent or 20 per cent or, if we do 
not do this, cut some items very 
much more than 10 per cent- or 20 
per cent.” 
..I point out the one and a half 
billion dollars for the Army and 
Navy. He pounds the desk and says— 
“Don’t cut that item—not in these 
days.” 

I show him the item of a billion 
dollars for interest on the public 
He owns some Government 
bonds and rejects any cut in his 
interest. 

I show him the billion-dollar item 
for war and civil service pensions. 
He says—‘No—no cut there.” 

I mention the billion’ dollars for 
running the permanent functions of 
Government depart- 
ments—they cost less today than 
under my predecessor. 
agrees that the postman and the G- 
man and the Forest Service cannot 
be curtailed. The only people he 
would sever from the pay rolls are 
the tax collectors. 

That gets us down to a few other 
big items—totaling over four billion 
dollars to take care of four things— 
payments to agriculture, 
public works (including PWA, recla- 
mation and flood control), work re- 
lief for the unemployed (including 
CCC) and assistance for our old: peo- 


ple. 


My visitor agrees with me that we | 


debt. 


the regular 


He readily 


principles and objectives of the New Deal. 


Federal 


POSITION + 


Swing 

PRESIDENT ROOSEVELT “ON THE RECORD” 

N BLUNT fashion the President reiterates to the Americ 
tail Federation’s forum his intention to press forward 


The Chief E 
(right) is shown-with Louis E, Kirstein, Chairman of the Fed- 


eration’s Board of Trustees, just before he made his speec 


period, seeking the best way to main- 
tain decent prices for the farm pop- 


are going through a transitional+ them better customers of business 
men—and that, even if we have not 
yet found the permanent solution, 
_ ulation of America, trying to make | we have got away permanently from 


+ 5-cent cotton and 10-cent corn and 
30-cent wheat. 


I come to the public works item, 
He suggests that that can be cut 59 
per cent. I heppen to know that his 
community is working tooth and 
nail to get a grant for a much need. 
ed new high school or that his 
county suffered severe property 
losses from recent floods. I sugges, 
that we will start economy right 
there and not give the grants, defer 
building the levee or the flood con- 
trol dam for twenty or thirty years. 

In every case I find what I sus. 
pected. His local Chamber of Com. 
merce, his local newspapers, are ye}|. 
ing their heads off to have those 
projects built with Federal assist. 
ance. And I say to him “Consist. 
ency, thy name is geography. You 
believe with the United State; 
Chamber of Commerce that Federa] 
spending on public works should 


ease—except in your own home 
tow 


The item of funds for work relief: 
There my visitor-customer makes a 
last stand. He wants. that cut, and 
cut hard. 

We agree that there are between 
three and four million American 
workers whe, with their families, 
need work or money to keep alive. 
I drive him to the inevitable admis- 


[Continued on Page 9.] 
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THE PNY PUBLICATION OF ITS KIND 


2 . . - it started something on the Senate floor 
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10 SNOITTIW 


SENATOR PEPPER (Florida) 
champion of relief bills: 


SENATOR TypINcs (JJaryland) 


champion of economy: 


Coryrigut, 1939, ny Unirep States News CORPORATION 


tributed by Mr. Owen L. Scott. 


practice and effect... .” 


there never must be an end to Governmental expenditures?” 


“T have before me an article from THE UNITED STATES NEWS con- 
The article contains two charts... No 

person can look at those charts without becoming convinced of necessity 
' that there is some casual relation between the one and the other, between 


“I think everyone will admit that there is some relation between the 
two, but since the chart falls each time we stop, is it not the logic of 
the argument of the Senator that, in order to keep prosperity going, 


The debate continued ... pro vs. con... but in all the argument and con- 


troversy the authenticity of the premise was never questioned. 


The charts 


originally compiled by THE UnireEp States News were accepted at their 


face value. 


Important men throughout the country depend on THE UnNtTED 
States News for the complete and authentic covering of the country’s most 
important subject—NATIONAL AFFAIRs., 


Because THE UNITED STATES NEWS engages the reader's 
attention in a way totally different from any other publication, 
your advertising engages the attention of an exceptionally 
profitable market with unusual intimacy, interest and POWER. 
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DRESIDENT'S 
DEFENSE OF 
POLICIES 


(Continued From Page 
sion that the only alternative is to 
put them on & dole. 

That ‘is where I make a stand. 

1 tell my visitor that never so long 
gs I am President of the United 
states will I condemn millions of | 
men and women to the dry-rot of 
jdleness On @& dole; never condemn 
the business enterprise of the United 
states to the loss of millions of dol- 
lars’ worth of customer purchasing 

er: never take the terrific risk of 
what would happen to the social sys- 
tem of American democracy if we 
foisted on it an occasional basket of 
groceries instead of the chance to 


work. 

1 well know the difficulties and the 
costs of a work policy. 

1 do not have to be told that 5 per 
cent of the projects are of question- 
able value—I know it. Or that 5 per 
cent of the people on relief projects 
ought not to be on the rolls—I know 
that, too. But when you think of 
nearly three million men and women 
scattered over all the 48 States and 
all of the 3,100 counties in America, 
Iam proud of the fact that 95 per 
cent of the projects are good, and 
that 95 per cent of the people are 
properly on the rolls. And I know 
that the American people cannot be 
fooled into believing that the few ex- 
ceptions actually constitute the gen- 
eral practice. 

My friend across the desk mur- 
murs something about old-age pen- 
sions. He is a bit half-hearted about 
this and he finally admits not only 
the need for dignified support of old 
age, given and accepted as a new 
American right, but he realizes that 
over a period of years this support 
will have to be extended rather than 
reduced. You and I ‘and all Amer- 
icans agree that we must work out 
this problem for our old people. 


Tax Readjustments: 
The Problems Faced | 


And so my visitor leaves convinced, 
in nine cases out of ten, that balanc- 
ing the budget today, or even next 
year, is a pretty difficult if not an 
impossible job. 

A few words about Federal taxes: |' 

They fall into three principal cate- 


A Letter From South Africa 


German Aggression as Seen by a Johannesburg Editor—Injustices of Peace Treaties—Why South 


Africans Believe the Dictators Must Be Checked 


The delicate status of international relations, the rivalries Sige 
nified by cries of “aggression” and “encirclement,” are the center 
of world attention. Barnett Potter, Editor of “The Star,” of 
Johannesburg, South Africa, has written to “The United States 
News” his views on the dispute of the dictatorships vs. the democ- 
racies, reflecting the attitude of many in his own country. Be- 
cause of the importance of the questions involved and because of 
the penetrating and lucid expression of views by Mr. Potter, his 
permission was asked and received to print the part of his letter 
dealing with international relations. The text follows: 


~A T the moment of writing, Europe is still walking along the 


edge of the precipice. I imagine that never before in modern 
history has a state of international crisis been so acute and pro- 
tracted. I suppose it is only the fact that our sensibilities have 
been blunted by the course of events since the World War, and 
that the threatening language of statesmen and newspapers has 
become customary, that has prevented affairs disintegrating into 
war before now. 


We are deeply encouraged and most grateful for the growing 
sympathy which we seem to detect in the United States for 
Britain and France. I am by no means a slavish devotee of 
British policy, but frankly I do not see what course can be pur- 
sued at present other than that of preparing to defend ourselves 
against an axis attack at the same time as holding ourselves open 
for the reasonable discussion of any matter which may assuage 
German or Italian discontent, and promote peace. 


BRITONS FEEL 


Practically the majority of British 
public opinion long ago felt that many 
PEACE TREATIES aspects of the Peace Treaties were un- 
reasonable and unjust—although no 
WERE UNJUST more unreasonable and unjust (probably 
nothing like as much so) as the terms the Central Powers would 
have imposed upon us had they won the war. However, an ad- 
mitted wrong is not cancelled out by another probable wrong, so 
I do not pursue that point. 


But Britain took the lead in the endeavor to tone down the 
severity of the Peace Treaties and restore peace and trade. This 
endeavor was for long resisted, openly and covertly, by the 
French. One could hardly complain, for they lived on the Con- 
tinent whereas we have enjoyed our island security for a thou- 
sand years. We lost a million dead, but they lost more than twice 
this number, and they had their soil desecrated by the German 
invader three times in a century. 


Nevertheless, the Peace Treaties were being revised in the 
direction of generosity and justice more rapidly, I suppose, than 
any other peace treaty of modern times. The army of occupation 
was reduced and then withdrawn, reparations payments were 


gories—consumer taxes, like the 
taxes on cigarettes and gasoline and 
liquor; personal taxes, like the per- 
sonal income taxes and the inher- 
itance taxes; and, finally, taxes on 
corporations. Together they yield 
nearly six billion dollars. 


For good. sound business reasons 
two things seem clear to me. 


First, especially in view of the un- 
balanced budget, we ought not to 
raise less money from taxation than 
we are doing now. 


Second, it would be bad for busi- 
hess to shift any further burden to 
consumer taxes. The proportion of 
consumer taxes to the total is plenty 
high enough as it is. Remember, as 
business men and as retailers, that 
any further taxes on consumers, like 
a sales tax, means that the consum- 
ets can buy fewer goods at your 
store. 

Therefore, I want to leave the pro- 
Portion between these three groups 
of taxes just where it is now. 

That means that if we reduce so- 


reduced and then cancelled entirely, and British and American 


money loaned to Germany for the purpose of reconstruction. 
I do not deny that there were still grievances —such as the 
Sudetenland, the colonies, Memel, Danzig and the Polish Cor- 
ridor. But it is now apparent that Germany desires to reach far 
beyond the redress of these admitted injustices. There is, how- 
ever, this dificulty—that an injustice which could and should be 
redressed in favor of a peaceful member of international society, 
takes on a different complexion when the claimant is neither 
peaceful nor reliable. 


The colonial question, particularly in 
AN EXAMPLE Africa, is an example of this. South Af- 
OF COLONIAL rica holds the mandate for the adjoin- 
PROBLEMS ing territory of South West Africa, 


about 300,000 square miles in area or, 
I think, five or six times the size of Georgia. From 1920 to 
1933 I always took the liberal viewpoint that we should not have 
taken this territory from Germany, and that it should be restored. 


But it is impossible lightly to contemplate its restoration now 
to the Germany of Herr Hitler. There is good reason to fear 
that if we did, it would become an avowed center of Naziism, and 
that sooner or later envious eyes would be turned on us. The Nazi 
technique of fomenting domestic disaffection and subversion, 
creating “incidents” and making these the excuse for military 
intervention is, of course, quite well known now. Just the same 
applies to the British mandated territory of Tanganyika, formerly 
‘German East Africa, which lies 3,000 miles to the north of us. 

Such views are held not only by those of English origin who 
comprise only one-third of the white population of South Africa, 
but by an increasingly large majority of Dutch-speaking South 
Africans, Many of them still cherish bitterness as a result of 
the Anglo-Boer war of 1899-1902—not, I admit, without justi- 
fication, for that conflict was not the most creditable incident in 
British history. 


But every endeavor has been made to 


ATTEMPT MADE redress the injustice of that time. Only 
TO REDRESS four or five years after the conclusion 

f that th - 
INJUSTICES of that war the conquered Boer Repub 


' lics had self-government restored to 
them; in 1911 the two Boer colonies and the two English 
colonies were united, and awarded a very extensive measure of 
self-government which was expanded in 1926 to a complete do- 
minion sovereignty, in internal and external affairs alike, such 
as Canada enjoys. 

But even among the handful of Dutch for whom even this is 
not enough, and who are still critical of Britain, there is an 
increasing dubiety about Germany. The German distortion and 
even suppression of religion has greatly influenced the Dutch, 


among whom the rigid doctrines of Calvin are still powerful. 


ver 


, BERGDOLL'S FORTUNE: | 
CAN HE RECOVER IT? — 


+ 


cash, real 


+ temburg, Germany, he had no claim 


| on the money. Now that he has re- 
| turned to serve out his jail term, he 
LMOST half a million dollars in | 


estate, mortgages, | 


stocks 
stocks and bonds is at stake as Gro _ asked the Attorney General for a 


Cleveland Bergdoll,. America's 
most notorious war-time draft dodg- 


er, waits in an Army prison on Gov- | 
ernor’s Island for a ruling on his | 


citizenship. 
Arrested last week cn a charge of 


Bergdoll’s thousands. 
Fate of the draft dodger’s 
fortune. 


desertion by Army officers when he 


_ arrived in New York harbor, Bergdoll 


now waits to know if he will get all 
or any of the fortune he left behind 
him when he escaped from prison in 
1920 and, fleeing to Germany by way 
of Canada and Great Britain, began 
a self-imposed 20-year exile in the 
land now ruled by Adolf Hitler. 

Son of a millionaire brewer, Berg- 
doll was a wealthy man when he 
evaded draft authorities in 1918, was 
arrested, sentenced to five years’ 
hard labor and then escaped in 1920. 
Prominent socially, he was known as 
“The Playboy of the Eastern Sea- 
board.” 

But the Alien Property Custodian 


| took Bergdoll’s fortune after his es- 


cape from the United States, and to- 
day, in the office of the Alien Prop- 
erty Bureau of the Department of 
Justice, a United States official stands 
watch over Bergdoll’s riches. They 
include $308,284.39 in cash, 20 par- 
cels of real estate, appraised five 
years ago at $146,450; eight mort- 
gages with a face value of $19,500, 
miscellaneous securities with an ac- 


_ tual value of $7,000 and stock of un- 
_ known worth in the Bergdoll Brewing 
_ Company. The total Bergdoll fortune 


is estimated to be at least $481,204.39. 

Whether or not the draft dodger 
will get part or all of this sum de- 
pends on whether he is declared to 
be an American citizen, The Trading 
with the Enemy Act, a war measure, 
forbids paying seized fortunes to 
fugitives from justice; consequently, 
while Bergdoll was in exile in Wurt- 


| 
| 
| 
| 


would have more of a claim. But first 
he must show American citizenship. 
Last week the Labor Department 


ruling on Bergdoll’s status as a citi- 
zen, but the Justice Department ré- 
fused the ruling, pending court ac- 
tion. 

Seizure of Bergdoll by the Army 
represented a quiet victory for the 
War Department in a struggle with 
the Labor and State Departments for 
custody over Bergdoll. At the last 
moment the Labor and State Depart- 


| ments withdrew their claims to the 
' returned fugitive, leaving the way 


open for Army men to meet Bergdoll 


| 


in New York bay and incarcerate 
him in Fort Jay. 


‘BANKERS’ TRUST" 


of the Federal Depeste Corporate 


A TOWER OF STRENGTH 


—---— 

€ 
‘ 


— 


Complete 
Banking Service 


COMPANY? 
NEWYORK} 


taxes to lay on business corporations. 
That language is as plain as an old 
shoe. 


what I call making a mountain out 
of a mole hill. There is a hullaba- 
loo for the repeal of the undistrib- 
uted earnings tax. You would think 
that this was the principal deterrent 
to business today. Yet it is a simple 
fact that out of one billion one hun- 
dred million dollars paid to the Fed- 
eral Government by corporations, 
less than twenty million dollars 
comes to the Government from the 
undistributed earnings tax — less 
than 2 per cent of the total. 


Let me proceed. Iam wholly will- 
ing to have this twenty-million-dol- 
lar tax, less than 2 per ¢ent of the 


total, wholly repealed on two simple 


YOUR BEDROOM 


iS READY! 


called deterrent taxes on business 4 
corporations, we must find substitute - 


Let me give you an example of | 


Double Bedroom Pullmans are now 
in year-round service between 
Chicago, the Twin Cities, Seattle 
and intermediate points on North- 
ern Pacific’s transcontinental 


NORTH COAST 
LIMITED 


These new-type cars supplement 
standard Pullmans, Tourist sleep- 
ing cars and de luxe coaches —all 
air-conditioned —and provide 
privacy with economy. 


“GREAT BIG” BAKED POTATOES 


and other distinctive dishes have made Northern 
Pacific dining car service a favorite among Western 
travelers for many years. 

If you contemplate a trip West, plan to go or return 
by way of the colorful Pacific Northwest on the air- 
conditioned, roller-bearing NORTH COAST LIMITED. 
We'll gladly prepare a complete itinerary for the asking. 


E. E. NELSON 
299 Northern Pacific Railway 
St. Paul, Minn. 


+ conditions, which are based on prin- 


ciple. 

The first is that this twenty mil- 
lion dollars shall be raised by some 
other form of tax against corpora- 
tions and not against other groups 
of taxpayers—and- that it shall be 
raised in such a way that it will be 
paid by the twenty-elght thousand 
bigger corporations, earning more 
than $25,000 a year, and not by the 
one hundred and seventy-five thou- 
sand little corporations earning less 
than that sum. 


Avoiding Loopholes 


In Revenue Laws 


The second condition is that in the 
repeal of this tax we shall not re- 
turn to the old tax evasion loophole 
by which a small group of very rich 
people were able to leave their 
profits in closely held corporations, 
thus avoiding the full rates of the 
higher brackets on their personal in- 
comes. Patriotic people will not 
want to go back to that pernicious 
habit. 

I have talked with you at some 
length about the radicals who have 
the hunch that we ought to go back 
to the conditions of 1929; about per- 
forming a major operafion by ampu- 
tating present functions of Govern- 
ment: and about the efforts of some 
who would reduce corporation taxes 
and add to consumer taxes. 

But I would not have you believe 
that the conservative attitude of this 
Administration plans as any perma- 
nent part of our American system 
an indefinite continuation of excess 
of outgo over cash receipts. 


The Debt Problem 


Of the Government 


This week is dedicated by the op- 
ponents of the Administration to 
merchandising horror about the na- 
tional debt. We are having a Na- 
tional Debt Week like a National 
Clean-Up and Paint-Up Week. 

Let-us talk about the debt in busi- 
ness men’s terms. 

In the first place, a nation’s debt, 
like the deposit liability of a bank, 


must be considered in relation to its | 


assets. 

A large part of the Government 
debt is offset by debts owed to the 
Government—loans of many kinds 
made on a business basis by the 
RFC and the Farm Credit Ad- 
ministration, for instance, and now 
being repaid on schedule. These 
assets are just as sound as the loans 
made by the bankers of the country. 


Another portion of the debt is_ 


invested in federally-owned enter- 
prises, like Boulder Dam, which will 


pay out, principal and interest, over + level where Government can do the 


a period of years. 


A third part of the debt has been | 


invested in works like flood control | 


dams and levees, to save us from 
heavy future losses. They will pay 
for themselves in a very few years 
by eliminating annual property dam- 
age which each year has sun into 
hundreds of millions—pay by the 
saving of taxable values which other- 
wise would have floated off down 
stream. 


The next thing to remember about 
the debt is that Government, like 
business men, is investing in order 
to create a higher volume of busi- 
ness income and, therefore, a bigger 
net yield for Government. National 
income will be greater tomorrow 
than it is today because Government 
has had the courage to borrow idle 
capital and put idle labor to work. 


How National Income 
Has Fallen and Risen 


The year before I took office our 
national income was thirty-nine bil- 
lions. In 1937 it got up to sixty-nine 
billions. In 1938 it went 
sixty-two bililons. 
ning at the rate of sixty-five billions. 


At eighty: billions, the income from , 


things that have to be done to pre- 
serve our people and our resources 
than to play the speculative hunch 
and withdraw Government from 
lending and investment, from con- 
serving property and from providing 
work for our capital and our people, 
in the hope that in some mysterious 
way a miracle will occur—a miracle 
which our only experience under 
modern conditions has proved im- 
possible? 


I keep saying “Do not lose sight of 
the forest because of the trees.” Let 
us always distinguish principle and 
objectives from details and me- 
chanics. You cannot expect this 
Administration to alter the principles 
and objectives for which we have 
struggled the last six years. 

But if you approve of the pur- 
poses that lie behind our policies, 
but believe our operating methods 


| can be improved, then your help and 
| your counsel are welcome—doubly 


welcome 


in this Administration. 


That relates to the details of taxa- 


present taxes will be sufficient to | 
meet expenditures on the present | 


scale—and actually to reduce our re- 
lief appropriations. 

Today with no danger of surplus 
of goods overhanging the market— 
just because we have tried to keep 
consumer purchasing power up to 


production—the nation is in an ex- | 


cellent position to move forward into 
a period of greater production and 
greater employment. 


And, when this week you see all 
the crocodile tears about the burden | 


on our grandchildren to pay the 
Government debt, remember this: 
Our national debt after all is an 
internal debt owed not only by the 
nation but to the nation. If our 
children have to pay interest on it 
they will pay that interest to-them- 


selves. A reasonable internal debt | 


will not impoverish our children. 
But if we do not allow a demo- 

cratic Government to do the things 

which need to be done and hand 


down to our children a deteriorated | 
their legacy will be not a. 


nation, 
legacy of abundance or even a legacy 
of poverty amidst plenty, but a 


legacy of poverty amidst poverty. 


Working to Balance 
Income and Outgo 
Don’t you agree that it is better 


to work unitedly to balance the na- | 


__ profits. alone. 


tion, details of relief, the details of 
every administrative branch of the 


| Government. 


Today it is run- | 


Preventing ‘‘Aggression”’ 
By Groups and Individuals 


If I have spoken to you seriously 
tonight, it is because I believe that 
you, too, are thinking of the well- 
being of every man, woman and child 


in our country—that you go along | 
with me in every effort that I can 


make for the preservation of world 
peace and for the preservation of do- 
mestic peace—not merely an armed 
peace which foregoes war for the mo- 
ment, but a peace that comes from a 
knowledge, both abroad and at home, 
that there will be no further acts of 
aggression on the part of nations, on 
the part of groups or on the part of 
individuals. 

You think, rightly, of profits in 
your own business—so does every 
other American—so do I. But we 
are not ruled by the thought of 
More and more we 
seek the making of profits by 
processes that will not destroy our 
fellow men who are.our neighbors. 


That is one of the function§ of 
your Government. It seeks your co- 
operation in the extension of that 
ideal. It is open to your advice and 


your help—because it believes that 
_ its fundamental ideals and yours 
_ are the same. 


That is why I came to you, not in 


_ the spirit of criticism, not with a big 
_ stick, but with a simple plea for your 
_ assistance as American citizens in 


working out our common problems 
with good will and with the mainte- 


tional income in national outgo at a ' nance of the ideals of peace. 
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Travel the Scenic Exia 


between New York, 
Chevtavaue Lake, Youngst 
AIR-CONDITIONED TRAINS EXCE 

FINEST SERVICE LOWEST FARES 


Problem: How to get soft fruits for export from re- 
: frigerator car into steamer’s hold — without 
! exposing them in transfer. 


Now... Erie has the answer. Instead of unloading 
fruit shipments into barges at New York Harbor, 
refrigerator cars are floated alongside waiting 
steamers. Fruit is unloaded directly into the vessels’ 
pre-cooled chambers for the long voyage across the 
pond. From shipper to ship fresh fruits are kept 
fresh under constant refrigeration! 


You may not export soft fruits. But when you ship 
via Erie the same concern will be shown for the 
safety of your product—whatever it may be. 
Chances are Erie will deliver it faster and more 
economically, too! Call the Erie agent on your next _ 
shipment and get the proof! 


lo, 
Binghamton, Elmira, Buffe 
ng Cleveland, Akron, Chicego 
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THE LEGISLATIVE 
MILL IN ACTION 


Tightening transportation con- 
trol. Full speed on defense and 
farm legislation. Mid-July ad- 
journment visioned. 


HE legislative program is being shaped 

around a tentative plan of the leaders of 

both houses to adjourn Congress not later than 
mid-July. 

Congress is a little behind last year’s record in 
passing appropriation bills, but they are far ad- 
vanced, with the bulk of them already law and 
all the others on the way. To the leaderships, 
these annual supply measures, involving bil- 
lions of dollars in the aggregate, are the first 
concern, as it is upon them that the maintenance 
of the Federal departments and agencies de- 
pends. All are safe for enactment when Con- 
gress quits. 

While the proposed railroad reorganization 
court and other rail relief measures marked tiie, 
the Senate debated and passed the Wheeler bill 
to tighten Federal regulatory powers, through the 
Interstate Commerce Commission, over the inter- 
related freight and traffic rates on inland, coast- 
wise and intercoastal shipping, interstate motor 
bus and truck rates and rail rates. (Details of 
debate on this page.) 

The Senate later debated the Railroad Reor- 
ganization Court bill. 


Tax Revision Plans 


Still in the Making 


Tax plans for this session are still in the mak- 
ing. More conferences were held at the White 

House and the Treasury, without a specific pro- 
gram. 

Farm measures are being. pressed. The big, 
record-breaking annual appropriation for the 
Department of Agriculture totaling almost one 
and a quarter billions, is in conference, sent 
there by the unusual procedure of a special rule 
-in the House to expedite it. The main contro- 
versy is over its subsidies of $225,000,000 for 
farm parity payments and $113,000,000 for dis- 
tribution of surplus commodities, written into 
the House bill by the Senate. 

Two bills passed by the House would provide 
that Federal allotments of acreage for wheat in 
future years should not exceed the 55-million- 
acre maximum prescribed for 1939 and that the 
Federal cotton allotment of eleven and a half 
million bales for 1939 should be extended in- 
definitely. 

To strengthen the Coast Guard as an arm of 
national defense, the House passed.a Senate bill 
authorizing construction of a Coast Guard air 
base at Kodiak, Alaska, at a cost of $2,733,000, to 
be built jointly. with a naval air base there; 
also authorizing building of new cruisers at a 
total cost of $9,000,000, and the construction of 
fifteen new Coast Guard airplanes totaling $2,- 
490,000 in cost. 

The House accepted Senate amendments to the 


Hands Tell A Story Under the Capitol Dome 


GEORGE DEATHERAGE 


Hands Upraised: George Deatherage, leader 
of the Knights of the White Camelia, appear- 
ing before the House committee investigating 
alleged anti-Semitic and fascist propaganda, 
denies subversive activities but professes the 
need for nationalistic group to lead the nation. 


PROF. HAROLD JACKLIN 


Hands Folded: Professor Harold Jacklin, of 
Purdue University, tells a Senate Finance sub- 
committee that he favors the adoption of two 
bills by Senators Gurney and Gillette to re- 
move the tax upon gasoline mixed with grain 
alcohol, in order to remove farm ‘surpluses. 


T. A. M. CRAVEN | 
—Harris & Ewing 


Hands Pointing: T. A. M. Craven, member of 

the Federal Communications Committee, tells 

a Senate Interstate Commerce subcommittee 

that no time should be lost in making a thor- 

ough investigation of the telegraph industry, 
as proposed by Senator Wheeler. 


THE VOICE CONGRESS 


Problems of Shipping, Railways, Trucks, Busses: 
The Senate Debates a New Transportation Policy 


The Wheeler bill (S. 2009), declaring a national 
transportation policy and expanding ICC regulatory 
powers over water carriers, busses, trucks and rail- 
ways, comes up for debate in the Senate. Excluded 
from the bill is a proposal for pooling of revenues 


+ those channels with their own money. They should at 
least submit to having their rates regulated upon a fair 
basis with their competitors. 


The claim is made that the consuming public gets the 


> ought to be taken into consideration by the Interstate 
Commerce Commission. 

Mr. McNARY (Rep.), Oreg., Minority Leader: The 
able Senator and his fellow workers have done a very 


TITLE REGISTERED U. S. PATENT OFFICE 
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TOWNSEND PLAN 
AT ZERO HOUR 


The Townsend plan at last near q 
vote. Strategy and arguments on 


—* the same time social security legisia- 
tion was being prepared by the Adminisir= 
tion for submission to Congress, a movement » as 
developing in California for another form of a:- 
tack on the problem of providing for the aged, 

Now this pension system for older persons-——the 
Townsend Plan—more than five years after i+ 
was originated and more than four years after 4 
bill to establish it was first introduced in Con- 
gress,—has reached the stage where the House 
is scheduled to vote on it this week: 


A bill was reported to the House last. week by 
the Ways and Means Committee embodying the 
Townsend Plan as it has been revised to incor- 
porate the latest ideas of Dr. Francis E. Town- 
send, its originator, who is now head of the 
Townsend National Recovery Plan, Inc. 


The years since February, 1934, when Dr. 
Townsend, a retired physician, joined with 
friends to organize Old Age Revolving Pensions, 
Ltd., in California, have seen a tremendous gain 
in popular support for the program. Within a 
comparatively short time, the organization 
claimed several million members. It has con. 
tinued to hold wide popular support and con- 
sequently has become an important political fac- 
tor in many sections. 


Unusual Maneuvers 


In Reporting Measure 


An unusual maneuver was recorded in the 
handling of the bill when the Ways and Means 
Committee avoided any recommendation but 
asked the Rules Committee to provide for prompt 
consideration by the House. 


Among other things, the bill proposes a tax of 
0.5 of 1 per cent on the gross revenues of a!! 
producers, manufacturers, wholesalers or job 
bers. It also levies a 2 per cent tax on sales of 
other businesses not coming within this pro 
vision. 


No fixed pension is provided in the bill but 
the pension money is to be divided proportion- 
ately among all citizens over 60 years of age who 
can prove they do not have a penal record, ac- 
cording to the amount of receipts from the tax 
levies. A maximum amount of pension is set at 
$200 a month. | 

Under the terms of the bill, the persons re- 
ceive the pension only if they agree to spend it 
within one month ms if they retire from ail 
gainful business. 


Dr. Townsend estimated that the proceeds 
from the taxes would immediately provide a 


the measure. | 


™ 


benefit of the channéls we have made in the rivers. 
The fact is that when the oil companies, the steel com- 
panies, or any of the rest of them ship their products by 
water they receive a benefit, but the consuming public 
does not get one 5-cent piece benefit out of it. When 
the companies ship oil or steel on the Mississippi River 


$54,000,000 naval public works authorization bill 
and sent it to the President. The amendments 
authorize purchase of the Hunter’s Point dry- 
docks at San Francisco, Calif., from the Beth- 
lehem Shipbuilding Corporation, for $4,000,000, 
but, if purchase is not negotiated, the Navy will 
build its own drydocks at not exceeding $6,000,- 
000. The bill also authorized $2,545,000 for work 
on the South Boston, Mass., drydocks, to accom- 
modate big battleships. 


Mortgage Insurance 


System Expanded 


The Federal. Housing.Authority’s power to in- 
sure mortgages is to be extended to July 1, 1941, 
and the amount of such insurance it can issue 
is increased from three to four billion dollars 
under a bill agreed to in conference and about 
to go to the President. 

The Townsend old-age pension plan has 
emerged into the House. While a temporary vic- 
tory for the Townsendites who have been seeking 
for years a record vote in the House, it is also a 
strategic move by administration leaders to kill 
the bill. (Details on this page.) 

The Social Security Act amendments, also 
ordered favorably reported to the House by the 
Ways and Means Committee, will be expedited 
in both houses with administration spur. They 
would “freeze” old-age insurance taxes at the 
present one per cent; would inaugurate payment 
of these benefits in 1940 instead of 1942; and 
would restrict wnemployment compensation 
taxes to wages of $3,000 per annum or less. (De- 
tails on page 2.) 


excellent job, although some amendments may be re- 
quired that will not only clarify present provisions but 
perhaps change substantive provisions. I was curious 
to know if anyone, save the railroads, has asked for 
regulation of water carriers. 

Mr. WHEELER: The water carriers asked for it. 
The Interstate Commerce Commission has repeatedly 
urged regulation of water carriers. 


Mr. McNARY: If transportation on the Columbia 
River, far distant from the sea, is regulated under the 
pending bill, would it in any way affect the cost the 
farmers must pay for sending their wheat in bulk to be 
converted at mills on the Sound, and at Portland, and 
at The Dalles, or elsewhere? I am interested in the cost 
the farmer must pay for transportation of his wheat to 
the mills and thence, converted into flour, to the Orient. 

Mr. WHEELER: There should not be the slightest 
difficulty in the world. If the Interstate Commerce Com- 
mission is honest and does an honest job—and we all 
think they are honest—then there cannot be any damage 
at all. We have written into the bill a provision that 
they shall take into consideration the advantages of in- 
land water transportation. 


Mr. BORAH (Rep.), Ida.: To what extent has there 
been any competition between water carriers and rail- 
road carriers of recent years? 

Mr. WHEELER: There is a great deal of it. 


Mr. BORAH: Those in charge of the bill have reached 
the conclusion that it is a wise policy to eliminate com- 
petition between railroads and water carriers? 

Mr. WHEELER: No; we say that there should be 
competition, but we have written into the proposed legis- 
lation a provision that the Interstate Commerce Com- 
mission should recognize the inherent advantages in 
waterways and railroads. If there is to be competition 
between them, then it should not be one-sided compe- 
tition. 


pension of $50 a month to all eligible persons 
more than 60 years of age. He believes that 
the spending of the pensioners speedily would 
improve business up to a point where a max!- 
mum pension of $200 a month might be paid. 

The supporters of the Townsend Plan include 
these among the arguments in its favor: 


1. Prosperity would be restored “through rapid 
and continuous and compulsory circulation of 
existing money in trade channels, sufficient in 
volume to immediately.restore maximum buying 
power and normal buying of every form of 
manufactured goods, food products and profes- 
sional services.” 

2. Such an increase in spending would resi.’ 
in creating a new market for higher-priced 
goods and thus create additional employment? ‘n 
industries making such products. 

3. The cost of living would be reduced as 4 
result of the increased demand which would 
enable mass production and savings through vo - 
ume production. 

4. The recovery induced by the plan would per- 
mit the saving of fhe money spent for present 
relief activities. 

5. Retirement of persons over 60 years of 2-f 
would open up approximately 4,000,000 jobs ‘°° 
younger workers. 


from future rate increases, unger certain conditions, 
to aid weaker carriers. Excerpts from the debate 
follow: 


R. WHEELER (Dem.), Mont., Chairman, Com- 

mittee on Interstate Commerce: The bill we pre- 
sent here today is not a panacea for all ills of the rail- 
roads, or a panacea for the bus and truck people or for 
the shipping people. 

All we seek to do is to regulate all forms of trans- 
portation in exactly the same way—water carriers, rail- 
roads and busses and trucks. Broadly speaking, there 
is general satisfaction on the part of the bus and truck 
people and the railroads with reference to regulation by 
the Interstate Commerce Commission. 

Some water carriers do not want to be regulated at 
all. Our country is committed to regulation and if it 
is committed to regulation of railroads and of trucks 
and busses, what excuse can there be for not regulating 
competing forms of transportation? 

Mr. BROWN (Dem.), Mich.: I agree about water 
carriers generally, but when American water carriers 
are in competition with foreign carriers, as on the 
Great Lakes, where the grain, iron-ore and coal trades 
are handled in both Canadian and American vessels, 
there should not be regulation of American shipping when 
the United States cannot in any way affect the Canadian 
shipping. 


Passenger and freight rates on in- 
land, coastal and intercoastal ship- 
ping, on interstate motor busses and 
trucks and on the already heavily- 
regulated railroads will come under 
a new, comprehensive national trans- 
portation policy if the Wheeler bill 
before the Senate becomes a law. 
Primarily aimed at stabilizing water 
competition with other modes of 
transportation, it carries far-reach- 
ing new powers for the Interstate 
Commerce Commission. Highlights 
of Senate views on the bill are pre- 
sented herewith. 


Companies That Transport 


What Its Opponents 


| Say of Program 


Opponents of the plan offered the 
arguments against it during the hearings ( 
winter before the Ways and Means Committet. 

1. Retirement of persons over 60 and their '*" 
placement by younger workers would add not\- 
ing to the total volume of employment ané¢ 
would do nothing to increase buying power. 


Own Goods on Rivers 


Mr. DAVIS (Rep.), Pa.: We have a number of in- 
dustries in Pennsylvania which transport their own 
‘goods from one place to the other on the rivers. 

Mr. WHEELER: There is nothing in the bill that 
affects private transportation on boats privately owned 
and controlled. Much as we may think it should be 
regulated, yet there exists no basis on which the Gov- 
ernment of the United States can regulate a ship which 


they charge the railroad rate from Pittsburgh to the 
particular point, whether the commodity is shipped by 
water or whether it is shipped in any other way. 

Mr. MILLER (Dem.), Ark.: The Senator said that 
shipments by water bear the railroad rate. That rate, 
however, is much less than it would be if we did not 


Record of Legislation 


f large sums to older persons W) 
Rejection of Poolin 4. 
WNSEND old-age pension bill (H. R. 2); re- is owned by a man who transports his own goods from have water transportation, is it not? / J s the provision that they spend this rapidly % . 
nae to House without recommendations one place to another. Mr. WHEELER: The Senator misunderstood: me. Of Rate Increase Revenue_ merely shift a few billions of dollars from " 
ay 24. 


Mr. REED (Rep.), Kans.: I do not fully concur in 
that statement, because I think the time may come when 
we shall have to regulate the transportation of private 
property by the owner of such property when it is trans- 
ported for commercial purposes. 

Mr. VANDENBERG (Rep.), Mich.: The definition 


person under 60 to those over 60. But the tol* 
volume or speed of spending might not 
affected. 

3. The sales tax would rapidly increase pre's 
because business men would have to pass it on | 


I said that when most of these shippers ship by water 
up the Mississippi River or down the Mississippi River, 
or up the Ohio, they pocket the difference they would 
have to pay if they shipped by rail. Steel, oil, and other 
corporations receive the benefit of the lower rates, but 


Necord-breaking peacetime 1940 
appropriation bill (H. R. 6149); 
May 25. 

Removal of 30-billion-dollar limit on Government 
bonds outstanding at any one time, without changing 


Mr. BORAH: I think that once we enter the field of 
regulation, the effort to limit and curtail competition to 
fit certain natural situations is imposing upon the Inter- 
state Commerce Commission a very difficult task. 

Mr. REED: It has been suggested that perhaps the 


annual naval 
President signed 


they do not pass the benefit on to the consumer. They pooli isi t into the bill by the back d COMMUEIATE- f 
ssc, mire? é . oling provision went into the bill by the back door. me types © 
the maximum national debt limit of 45 billion dol- the Senator has given, sustained by the Senator from put it in their pockets, cilia sail tia Deities Reais thi tain , oP ae taxes would be unfair to so p 
AMR Mouse pasted Kansas, of this particular section, goes to the very heart Mr. SHIPSTEAD (F.-L.), Minn.: It is a matter of Mr. BYRD (Dem.), Va.: No hearings were held be- 
National transportation policy for regulating water of one of the chief fears upon the Great Lakes. The price fixing instead of transportation. 


Carriers, motor busses and trucks and railroads (S. 
2009); Senate passed May 25. 

Taking profits out-of war -by steeply graduated in- 
come and other taxes for national defense (S. 1885); 
introduced jointly by 50 Senators; Finance Com- 
mittee. 

Agriculture appropriations, next fiscal year, $1,218,- 
666,514 (H.R.5269); sent to conference May 23. 
> | Department of Labor annual appropriations, $30,- 
000,000 (H.R.5427); sent to conference May 22. 

Minimum national allotments for cotton and wheat 
(H. J. Res. 246 and 247); House adopted May 22. 

Amending Social Security Act “freezing” present 
one per cent old age insurance tax, etc. (H. R. 6497); 
Ways and Means Committee agreed to. May 24. 


fore the full committee with respect to the provision. 

Mr. REED. The ICC.on Page 12 of their letter to the 
House recommend the enactment of a law to give the 
Cémmission authority to pool not only revenues from 
rate increases but existing revenues, existing traffic and 
existing facilities. 

Mr. SHIPSTEAD (F.-L.), Minn.: As I understand 
it, the funds which are raised for the purpose of pooling 
can only come from increased rates. 

Mr. REED: That is correct; and if there should be 
no increased rates, there could be no pool. There, is no 
thought of trying to pool the earnings of railroads with 
the earnings of water carriers and motor carriers. 

(The Senate rejected the amendment to pool revenues 
from general railroad freight increases for benefit of 
weaker roads, and passed the Vill May 25.) 


Senator from Montana makes the unequivocal statement 
that this measure is not intended to reach the bulk car- 
rier which is self-contained, within an operating business 
unit. 

Mr. WHEELER: That is correct. 

For years on the floor of the Senate I have advocated 
deepening and widening of the channels of the Missis- 
sippi River, the Ohio River, and the Missouri River; I 
have been in favor of that. We have taken a billion 
and a half dollars out of the Treasury to widen and 
deepen those river channels. Who has paid the taxes 
to provide that money? 

All the people of the United States, including the 
railroads of the country, have paid those taxes. They 
have helped to pay for the widening and deepening of 


summarized by Dr. J. Frederic Dewhurst. econ 
omist of the Twentieth Century Fund, would © 
as follows: 

The 2 per cent transactions tax would y: eid 
about $6,200,000,000 on the basis of a nation al 
income at about the 1936 level (this was on.’ 
slightly under the level of last year). 

About 10,100,000 persons would be able 
qualify for old-age pensions.’ Thus the tran’ 
actions tax would provide only about $0! 
month. | 

Cost of pensions at $200 a month would vé 
about 29 billion dollars a year on the 1936 n° 
come basis. This would mean that about 8 p° : 
cent of the population would get nearly 46 P* 4 
cent of the national income. 


Mr. WHEELER: Not entirely. 

Mr. SHIPSTEAD: A monopoly has the power to fix 
prices f. 0. b. the factory, and then can take its own 
load, unregulated, and haul it for a third of the com- 
mercial rate. That is a matter of price fixing. 

Mr. WHEELER: We have taken the money out of 
the pockets of the railroads to build these channels, and 
have taken the traffic away from the railroads and turned 
it over to the shippers of oil, steel, lumber, cement, and 
other products. I submit that when shippers receive a 
benefit from such a project, as they have been doing, 
they ought to pay something toward the building and 
maintenance of the channels. 

Mr. NORRIS (Ind.), Nebr.: The inherent advantage 
water transportation gives ought to be preserved and 
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The United States News 


UMANS have the homing instinct as 


well as pigeons. Just watch the crowds 


pour from New York office buildings 
late some afternoon. You'll see them head for 
the nearest subway, train, bus, or ferry that 


lakes them to wherever home may be. 


The one interruption is the pause to buy a 
paper. Watch any typical newsstand in New 
York and vou ll note homeward-bound people 


of the alert, substantial type buying The Sun. 


NEW YORK 


That segment of New York’s population turns 
as naturally to The Sun as it heads for home 


when the day's work is done. 


The Sun's only “home delivery” System is in 
the hands of those who buy and read it on the 
way home and carry it through the front door 
for the family. Its this strong home and 
family-influence of The Sun throughout New 
York’s good residential areas that keeps 


vetting sales for Sun advertisers, 
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May 29, 1939 


NEW EVIDENCES 
OF AN UPSWING 


Business encouragement. A bet- 
ter outlook. War and 
abroad. 


recovery 


BIT more encouragement over the outlook for 

business during the months just ahead now 
is given by the Government’s principal fore- 
casters. 

This encouragement derives from the possi- 
bility that Europe’s war scares are Over for at 
least a brief period. It also derives from the 
return to production in soft coal and from the 
prospect that the level of home building and of 
Government construction will hold at a rather 
high point during the next few months. 

Steel production is a bit better than some had 
expected, at just under 50 per cent of capacity. 
Car loadings have shown more than a seasonal 
gain, due in important part to the heavier move- 
ment of coal. Construction figures are some- 
what mixed. Automobile sales are running at a 
fairly high level above consumption so that some 
of the inventories can be worked off. 


Immediate Prospects Are 


Not So Bright 


But, so far as the immediate picture is con- 
cerned, the condition of business is far from 
bright. 

The Federal Reserve Board reports that in 
April its index of industrial production dropped 
to 92 per cent of the 1923-25 average rate from 
98 per cent in March. The Board reports that 
this reduction was caused chiefly by shutdowns 
of the bituminous coal mines, now ended, and 
by a decline in activity at textile mills. 

Preliminary estimates of the May rate of pro- 
duction suggest that it will continue under 95 
per cent. A decline of 7 per cent in the valu- 
ation of April building permits, as compared 
with March, reported by the Bureau of Labor 
Statistics, was another adverse development. 

At the moment the United States is a laggard 
among the world’s industrial nations as far as 
industrial activity is concerned. 

England's war preparations are resulting in a 
steady rise in activity and a steady decline in 
unemployment. The London Economist refers 
to a prospect that labor shortages may soon ap- 
pear in some industries. 


_ War Preparations 
Speed French Industry 


France is gaining momentum in production for 


the same reason that England is gaining. War 
preparation in that nation has resulted in an 
end to important labor disputes, to longer hours 
of work in war industries and to a better or- 
ganization of the economy. 

Germany is operating at maximum capacity, 
straining her resources both of manpower and 
machinery. Any further increase in armament 
will of necessity have to come out of consump- 
tion goods, adding to the possibility of unrest 
among workers and the people generally. At the 
Same time any increase in production of con- 
sumption goods will diave to be at the expense 
of armament, thereby causing Germany to lag. 


The result of that situation is found by this 
Government’s economists to be rather critical 
for Germany and can lead either to trouble or 
to a greater readiness to talk rather than to 
fight. 

So long, however, as Europe is straining to get 
ready for war, with emphasis on self-sufficiency, 
there is little encouragement from that quarter 
for a return to normal conditions inside the 
United States. Officials point out that this coun- 
try, too, could recover if it wanted to go on a 
war basis. There are some moves in that di- 
rection but, generally, the emphasis is on the 
problem of recovery on a peace-time, rather 
than a war-time, basis. 
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The Voice 
of G overnment 


HENRY WALLACE 


Secretary of Agriculture 


E real problem before the country, a problem 

that is basic to producers as we’: as to dis- 
tributors, is to get a much larger investment of 
capital in desirab'e productive uses and for de- 
Sirable social purposes. 

If we are to have the measure of recovery we 
seek, capital investment must be made either by 
private business or by Government, or by pri- 
vate business with the aid of Government. 

That is the heart of the problem of recovery. 

I am sure that farmers all over the United 
States will rejoice to see the business men get 
back their faith jn the future. 

Farmers would like to see the business men 
taking a chance again. That’s how America was 
built up. That’s how America will make prog- 
ress in the future. The time to invest money is 
when business recovery is just starting, not when 
a boom bubble is ready to burst. 

When capital is flowing and employment is in- 
creasing, purchasing power will be more widely 
Spread. When these things come to pass, then 
the retailers will truly be able to serve the masses 
of the American people. When mass distribution 
is accomplished, mass production can be un- 
leashed and the American people can enjoy to 
the full the abundance which nature’s generosity 
and man’s ingenuity have combined to bring 
about. 

(From. an address before the American Retail 
Federation at Washington, May 23.) 
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| Wand of 


More Billions of Federal Lending ?... 


A Better 


Outlook... Investing at Profit 


BILLIONS OF DOLLARS 


INDEX 1923-25 AV=100 


Industrial prosper 
and outlays for 
new plant and equipment 
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YHE chart above, introduced into evidence at the TNEC hearings, re- 
veals a very close relationship between the investment by industry 

in new plant and equipment and the rate of industrial production. 
Essentially, the chart shows that industry’s investments are closely 
tied in with the degree of prosperity being enjoyed. When times are 
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improving business men invest in new machinery and new buildings; 
when times take a turn for the worse they spend less for these purposes. 

Such is the attitude of the Government's representatives. Indus- 
trialists often contend that increased investment must precede indus- 
trial recovery, rather than follow or even accompany that recovery. 


Mewsaqratzs PUTTING IDLE CAPITAL TO WORK: 
THE BERLE PLAN OF LOANS FOR RECOVERY 


ge President and his aides suddenly are 

taking as their own an issue that representa- 
tives of business have raised over the past six 
years. 

This issue rises out of the obvious failure of 
investment in capital goods, such as housing 
and industrial plant and equipment, to revive 
on.a scale sufficiently broad to provide jobs for 
large numbers of the unemployed. 

Spokesmen for business have contended that 
this failure has been due to Government tax 
policies and Government restrictions of one 
kind or another, 

Spokesmen for the New Deal now are con- 
tending that this failure is due to fundamental 
changes in the world’s economic machinery and 
that to regain a level of investment sufficiently 
high to assure full employment will require 
some drastic changes in the idea of what con- 
stitutes investment and of what constitutes 
“sound” banking. 


TNEC Hearings 
As a Guide to 
Future Policies 


‘The character of the 
thinking by important 
economists inside and 
outside the Government 
is. being brought to light 
by the latest hearings of the Temporary Na- 
tional Economic Committee. These hearings 
have broad significance to business for two 
reasons: First, they look like a dress rehearsal 
for a new program of pump priming through 
“public investment”; and, second, they are pro- 
viding the first comprehensive exposition of the 
flow of capital expenditures in the United 
States. 

The arguments which the TNEC is building 
through testimony of Adolf A. Berle, Jr., Assis- 
tant Secretary of State; Lauchlin Currie, assis- 
tant director of research and statistics of the 
Federal Reserve Board, and Prof. Alvin Hansen, 
of Harvard, last year’s president of the Ameri- 
can Economic Association, are these: 

1. That the investment of new capital is too 
small to maintain an adequate output of durable 
goods, and that this is due to the failure to in- 
vest savings fully. 

2. That this failure results from lack of suf- 


ficient opportunities for profitable investment 


owing in part to the declining rate of popula- 
tion growth and to the maturing nature of 
American industry. 

3. That, in consequence, the Government must 
intervene to restore the blocked income flow by 
investing the surplus savings in projects not of 
a strictly economic nature as measured by pre- 
vious standards. 

As the chart printed above shows, there does 
appear to be a close relationship between the 


| 


ment and the level of industrial production. 
The question of which comes first, in this in- 
stance, however, is like the question of which 
comes first, the chicken or the egg. ' 

The New Deal now holds that revived invest- 
ment is a necessary corollary of recovery and, 
through Mr. Berle, offered the blue print of a 
plan to insure investment by directing savings 


A new banking system. How to get 
money to work. The Berle plan and 
business. 


into.use. This plan has had White House con- 
sideration but it does not now carry White 
House endorsement. It is advanced at this time 
for educational purposes but it does carry what 
can become a vital meaning for business men 
and bankers. 

The reason for this is that Mr. Berle ex- 
pressed the opinion that the national Govern- 
ment must move much further into the crea- 
tion of wealth than has ever before been con- 


“ sidered necessary. He holds that the Govern- 


ment can make this move by utilizing its power 
to create an adequate supply of money for use 
in capital expansion and need not depend on an 
irregular supply of available savings. 


“The country will probably be deciding in the 
next few years whether the Government ought 
not to own, directly or indirectly, part of the 
national plant such as railroads, electric power 
and mineral resources,’ Mr. Berle told the 
TNEC. 


One reason for this 

The Investment conclusion is that other 

Needed for Government economists 

) have decided that recov- 
Recovery 


ery at this stage calls for 
the investment annually of between seven and 
eight billion more dollars than now are being 
invested. They hold that to get this vastly 
increased investment will call for.an expansion 
of investment by both Government and private 
industry. The field of Government investment 
at present, however, is limited to such things 
as roads and school buildings and hospitals— 
the need for which may be satisfied after a few 
years of really large-scale investment. 

Mr. Berle’s answer to this situation, in part, 
is to advocate a larger field of Government in- 
vestment, encroaching om fields that have been 
regarded as purely private. But then he goes 
farther and advocates creation of a whole new 


r rate of industrial investment in plant and equip- * banking system to be’known as a “System of 


Capital Credit Banking.” 

This proposed banking system would be op- 
erated not by the present generation of bankers 
or of investment bankers, but by a new genera- 
tion, and it would not be operated for profit. 


Furthermore, the new capital credit banking 
system would make loans only for projects that 
add to the tangible wealth of the nation—largely 
construction. These loans, however, would be 
available as readily for strictly private com- 
mercial construction as for Government or 
quasi-Government construction. The interest 
rates would be flexible, rising and falling with 
the need for construction. 

All of this, in other words, represents a turn 
to planning. 

That raises the question of who would do the 
planning and how politics would be kept out of 
the planning and out of the use of the proposed 
new banking system to finance industrial ex- 
pansion and Government expansion. Mr. Berle 
recognizes these problems and urges that the 
TNEC make a study of the whole idea, includ- 
ing the problem of divorcing political control 
from any capital credit banking venture. 

“The radicalism of the suggestion funda- 
mentally,” its author said, “lies only in a single 
field. Control over economic expansion today 
lies chiefly in certain groups mainly allied with 
the investment banking operation. Develop- 
ment of capital credit banking undoubtedly does 
shift that control. New centers are set up; 
centers which, by their nature, assume greater 
responsibility for maintaining a continuous eco- 
nomic flow.” | 

Essentially, the central 
idea is that Government 
should utilize its power 
to create money and that 
it should see that the 
money created, whether by Government borrow- 
ing or otherwise, is put to work. 

Once money really started to work there 
would be an expansion of business that would 
create many problems of control not only of the 
expansion but of prices and of wages and of 
speculation. 

Signs are that President Roosevelt, before 
displaying active interest in the Berle plan, will 
get behihd a move in Congress to encourage 
long-term loans to small business men by hav- 
ing the Reconstruction Finance Corporation 
guarantee these loans when they meet condi- 
tions laid by the Government. 

The present thinking on recovery problems, 
inside and outside Congress, centers on the 
task of getting money to work. 


Use of Money . 
To Be Forced 


By Government 


4 


A HINT FROM U.S. 
FOR INVESTORS 


Government shows business how 
to make money. Profits for U. S. 
Private vs. public investments. 


HEN President Roosevelt at his first inaucy,. 

ration told the nation that “the mone» 
changers have fled from their high seats in the 
temple” few of his listeners imagined that in 
six years the United States Government wou) 
become one of the country’s most success{)\! 
changers of money. 


Yat that is exactly what has happened. On 
one of its ventures into the business of lendin> 
money the Government has made a profit that 
now excites the envy of private business. 


Here is how it has been done: 


Last.May the Reconstruction Finance Corpo- 
ration put up a stake of eleVen million dolla;:s 
and went into the business of buying and sellin: 
mortgages. In eight months the RFC netied « 
profit of more than half a million dollars—a!mv-; 
a5 per cent return. To bankers who are draw- 
ing less than 3 per cent from large parts of the.r 
assets invested in Government bonds, this must 
look like nice money—even if not privately made, 


Housing Act Gives 


Authority for System 


Authority for the Government to go into this 
business is granted by a little used section of thie 
National Housing Act, Title III of the law that 
created the Federal Housing Authority. It per- 
mits creation of mortgage associations—either 
public or private—which can buy either mor:- 
gages that are insured by FHA or uninsured 
mortgages. 

So far the RFC-owned association is the on vy 
one set up under the Act and it has stuck main); 
to buying mortgages that are FHA-insured. This 
means that the RFC cannot lose money as long 
as Government credit is good. 


Until now private capital has held off from 
creating such mortgagé assgciations. Until the 
Act was amended last year mortgage associa- 
tions could issue bonds and debentures only up 
to ten times the value of their capital and sur- 
plus. Their obligations were not tax-exempt. 

As the Act is now written, private business men 
who are granted a charter for a mortgage asso- 
ciation may start with a minimum capital of 
two million dollars and may issue bonds and 
debentures up to twenty times the value of tle 
capital stock and surplus. In addition, obliga- 
tions of mortgage associations have now been 
made tax-exempt. 


Business Leaders 


Taking an Interest 


Now that the mortgage association business 
has been made more attractive, business leaders 
are beginning to be interested in entering ‘this 
field which RFC has found so profitable. 

Already James A. Moffett, first Federal Hous- 
ing Administrator, who is now vice presiden' 
of the Texas-California Petroleum Company, has 
discussed with President Roosevelt a plan to set 
up the first privately-financed national mortgaze 
association. 

Mr. Moffett’s plan is to buy out the RFC-owned 
association, which now has approximately $100.- 
000,000 in insured mortgages. If he cannot do 
this, he intends to organize a new mortgage 4°*- 
sociation with a capital of approximately $.- 
000,000. By issuing debentures up to 20 times 
capital stock value under the FHA Act, this a> 
sociation could furnish at least $200,000,000 :n 
mortgage funds. | 

In prospect is a new ouilet for mortgage furcs 
which fiscal experts say will increase liquidi'y 
of the mortgage market and draw more priv Ne 
money into financing the construction of buic- 
ings. 
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The Voice 
of Business 


W. RANDOLPH BURGESS 


Chairman of Board, National City Bank, 
New York City 


VERYBODY wants money and the banker » 
it. Bank vaults are bursting with mone’ 
when most people have too little. 
We apparently know much about how to run 
banks but little of how to run a banking system. 
The question today may be raised whethe! 
‘the banks in their anxiety to employ funds are 
not driving money rates to levels which ™:) 
prove damaging to the banking system as 4 
whole and to the country’s well-being 45° 
through the effect on savings. nee 
The prime essential is not simply sound, use!" 
banks, but also a sound banking system. The 
bankers’ public enemy number one is maior 
weaknesses in the banking system as a whole. 
What the bankers themselves do about theif 
profession is perhaps more potent than the wil 
tion Government takes, and will indeed large.) 
influence legislation and Government adminis 
trative action. Here there are encouraging sign®- 
For some years now the American Bankers 
Association has been bringing together 4 grour 
of the best young men in banking to study '"° 
profession in the Graduate School of Banking. 
The Reserve City Bankers’ 
launched a substantial program of research. 


(From an address before the California Banke! 
Association, Coronado, May 25.) 
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THE FINANCE WEEK 
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Our Idle Billions of Silver 


deral Government has in its + 


HE Fe 
T nossession silver which at full | 
. - yalue is worth about $3,- | 


As)? Aa ¥ 


100,000,000. 4 
Yet only about $1,650,000,000 of sil- | 
ver certificates has been issued. 

That means $1,400,000,000 more 
currency might be obtained 
ny ‘he Government if it chose 


Our huge silver hoard. 
Why Treasury doesn't issue 


more currency against it. 


to jssue money against the silver in 
its possession up to the full amount 
statutory value of $1.29 an 


#+ho 


Qi 


oun | 
Receativ suggestions have been | 
made ou Capitol Hill and in some 
sections of the Administration that | 
part ol the two-billion-dollar stabili- 
mation (und might be used to finance | 
another Jending-spending program. 
The amount available from the full | 
monetization of the silver bullion also | 
cold be used, it is suggested, in place | 


of borrowing to meet Federal deficits. 


President Roosevelt, discussing re- | 


ports that a new spending-lending 
program is being studied, has ex- 


pressed emphatic opposition to the | 
yse of the stabilization fund or other | 
_ Cultural Adjustment Act and later 


similar expedients. 


Basis of Opposition 
To Use of Funds 


Just why do the President and the 


Treasury regard it unwise to make | 


yse of the additional monetary re- | 


which might be obtained — 


sources 

from the stabilization fund or the 
power 10 issue additional certificates | 
aoainst the silver bullion held by the | 
Treasury? 


The Treasury in buying silver pays 
for it at two different rates. The 
price for foreign silver during most 
of the time in recent months has 
been about 43 cents an ounce while 


the price for domestic silver has been — 


about 65 cents an ounce. 
The difference between the price 
the Treasury has to pay for silver 


DIVIDEND NOTICES 


UNION CARBIDE 
AND CARBON 


CORPORATION 
Vv 

A cash dividend of Fifty cents (50c) 
per share on the outstanding capital 
stock of this Corporation has been 
declared, payable July 1, 1939, to 
Stockholders of record at the close of 
business June 2, 1939. 


ROBERT W. WHITE, Treasurer 


[RUST 


(MERCIAL 
CORPORATION 


Convertible Preference Stock, 
$4.25 Series of 1935, Dividend 
A regular qu irterly dividend of $1.06 on the 
‘ricve Preference Stock, $4.25 Series of 
COMMERCIAL INVESTMENT 
~t ©ORPORATION has been declared 
basabe july 1, 1939, to stockholders of 
J ‘he close of business on June 10, 
Lhe ts insfer books will not clos :. Checks 


Common Stock—Regular Dividend 
res\at Quarterly dividend of $1.00 per share 


een declared on the Common Stock 
oo MERCIAL INVESTMENT TRUST 
TION, payable July 1, 1939, to 
* of record at the close of business 
59. The transfer books will not close. 
‘in be mailed. 


JOHN I. SNYDER, Treasurer. 
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WHITE METALIST 
Chairman Pittman, of the Senate 
Special Silver Committee, active in 
moves to raise the purchase price 
of newly-mined domestic silver. 


and the monetary value—$1.29 an 


turning the bullion into money, or 
What is technically known as seig- 
niorage. 


Since the Treasury set out on its 
Silver-buying program, first under 
the Thomas amendment to the Agri- 


under the Silver Purchase Act of 
June 19, 1934, its seignorage or profit 
on the monetization of the silver it 
has purchased has amounted to 
over 700 million dollars. 
has been used to defray the cost of 


at the monetary price of $1.29 an) 
in sufficient amount to 


ounce—represents the profit made by _ equal the actual purchase price. 


+ buying silver in accordance with the 


terms of the Silver Purchase Act. 
The Act has set this goal: Pur- 
chases of silver until either the price 
of silver rises to $1.29 an ounce or 
the silver holdings of the Treasury 
are equal in value to one-fourth of 


THE NEW ANTI-TRUST CAMPAIGN: 
WILL IT SPEED OUR RECOVERY? 


S PART of a Government-wide ef- 
fort to lubricate gummed-up 


gears of the nation’s economic ma- 
chine, the Justice Department will 
soon renew a drive against combina- 
tions in restraint of trade. 


the total monetary value of all gold | 


and silver stocks in the country. 

Now, in addition to the silver 
seigniorage or monetization profit 
which has been used, there remains 
Silver which might be used as the 
basis for issuing another $1,400,000,- 
000 in currency. 


Monetization Would Add 


To Excess Bank Reserves 


Perhaps the way the seigniorage 
profit has been used might be illus- 
trated by citing procedure in a the- 
oretical silver purchase which, how- 
ever, follows the procedure of the 


Treasury. 


Economists behind the move feel 


A new way to make eco- 
nomic machine work. Lu- 
bricating business by anti- 
trust action. 


A purchase of 100 ounces of for- 


eign silver is made. The cost of the | 


purchase is $42.75. Silver certificates 


are issued against 33 cunces of silver 


ounce, or 
The other 67 ounces of the silver 
is kept in the silver bullion. vaults 
of the Treasury and is valued at its 
purchase price of $28.63. It is from 
this silver that the additional seigni- 
orage profit might be obtained. 
If the present silver buying pro- 
gram were continued at the rate at 


which it has progressed in recent | 


years and all the silver were coined 


at the full monetary value of $1.29 an 


This profit | 


ounce, from 500 million to 600 million 
dollars a year might be added to the 


LABOR: NEW PERILS 
FOR DIVIDED UNIONS 


ABOR leaders, 
Government officials and con- 
sumer representatives who believe, 
with President Roosevelt, that the 


two factions of labor ought to make 


peace see in the events of last week 

pointed support for their belief. 
The anti-trust laws were invoked 

against a labor union for the sec- 


Troubles that face di- 
vided labor forces. Threats 
to unions’ free action. 


CIO part of an auto workers’ union 


' that is split into two factions called 


a strike in Detroit and observers 
commented that the rift in the ranks 
of organized auto workers gave their 
employers an advantage in the strike 
situation; contrast between the views 
of the CIO and AFL was accented in 


+ 


manufacturers, | 


to protest State labor legislation ad- 
vocated by new Republican Gover- 
nors of Pennsylvania and Wisconsin. 
She said Pennsylvania under Gover- 
nor Arthur H. James is “destroying” 
its Workman’s Compensation Act 
and that Wisconsin under Governor 
Julits Heil is stripping labor of “all 
protective devices for its status.” 
The week’s three events which 
labor peace advocates view as 
“handwriting on the wall” were: 
One, the Republic Steel Corpora- 
tion filed suit under the Clayton Act 
for $7,500,000 against the CIO and 
its officials, asking treble damages as 
a result of closing of its plants in 
Ohio, Pennsylvania, Maryland, Illi- 
nois, New York and other States dur- 


that it is not sufficient merely “to 
prime the economic pump with Fed- 
eral funds by giving subsidies to the 


unemployed, to farmers and to other 


sticky prosperity 


ing the “Little Steel” strike in 1937. | 


Washington when members of the | 
_ National Labor Relations Board took 
the stand before Congressional com- 


mittees to defend the Act they ad- 


_ minister against amendments which 
the AFL’ sponsors and the CIO op- 


poses. 
Advocates of labor peace see in 


_ these three events clear warning that 
the AFL and CIO should compose 


their differences or else face a gen- 
eral curtailment of the freedom of 


labor unions in the near future. 


Signs that such restrictions may 
grow reappeared last week when Sec- 
retary of Labor Perkins spoke out 


% GUIDED TOURS ond 


OB 
seen New York until you've seen | 
he Center ee and you haven't seen Rockefeller Ain 
1g. ve taken the Guided Tour, including ity 
as and the inspiring 50-mile view 
Observation Roof only—40¢. 
Mnformation Desk or write Rockefeller Center | 
aad ‘ation Roofs, R C A Butlding, New York City 


ROCKEFELLER 


SERVATION ROOFS 


CENTER 


when you 
come to 
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* 


View of the Hudson 
River and New Jersey 
from the top deck of 

the Observation Roof 


| The suit came as if in answer to a 
ond time within two months; the | 


claim filed one week earlier with the 
National Labor Relations Board by 
the CIO asking $7,500,000 back pay 
from the Republic Steel Corporation 


in connection with the same strike.. 


Apparent inspiration for the suit 
was a recent Federal court decision 
in Philadelphia awarding treble dam- 
ages of $711,932.55 to the Apex Ho- 
siery Company against Branch 1 of 
the American Federation of Ho- 
siery Workers (CIO) in an action 
growing out of a sit-down strike in 
the company plant in 1937. 

Second of the weeck’s significant 
events in labor was a strike in plants 
of the Briggs Manufacturing Com- 


_ pany, Detroit, by 15,000 members of 


the CIO wing of the United Automo- 
bile Workers of America. As a re- 
sult of halts in production caused by 
the strike, about 72,000 automotive 
workers were idle. 

Briggs Company Officials were said 
to see advantage in the split that 
divides organized auto workers into 


_a CIO wing and a wing which Homer 


Martin seeks to lead into the AFL. 
With Mr. Martin asking a conference 
with the company and CIO leaders 
opposing his request, observers pre- 
dicted a “showdown” testing union 
strength in the auto industry. 

Third event that highlights dissen- 


| sion in labor was testimony to the 


Senate and House Labor Committees 
by Chairman Madden of the NLRB 


' and Donald Wakefield Smith, whose 


reappointment to the Board was 
blocked by the AFL. 


Manufacturers and employes in the 
vast textile and hosiery trades heard 
last week what minimum wages are 
recommended for them by industry 
committees under the Fair Labor 
Standards Act. 

A minimum of 3242 cents an hour 
was advocated for the makers of all 
textiles except woolens and _ for 


makers of seamless hosiery, while a | 
of 40 cents an hour— 


minimum 


highest minimum that can be set | 


under the Wage-Hour Law—was rec- 
ommended for makers of full-fash- 
ioned hosiery. 

’ The Administrator can either hold 


public hearings, approve the wage | 
minimums and proclaim them law, 


or else he can resubmit the ques- 


_ tion to the same or a newly ap- 


| pointed industry committee. _ 


groups. There must in addition -be 
assurance that the funds will trickle 
down through the machine and start 
gears moving, 
Trusts’ of business and of labor are 
felt to be holding back the economic 
machine in key industries—building, 


| oil, fertilizer, milk, rubber tires, mo, 
tion pictures, newsprint, and otners. | 


Spark plugs of the new anti-trust 
activity are the new Attorney Gen- 


eral, Frank Murphy, and his assist- | 


ant, Thurman W. Arnold. 


Fuel for the move against trusts | 


is expected to come from Congress, 
where the House Appropriations 
Committee already has earmarked 
an additional $500,000 for anti-trust 
work. This will permit the anti- 
trust division to hire some 75 more 
lawyers and open new branch offices 
at focal points, probably on the Pa- 
cific Coast, in the Midwest, South- 
east, Rocky Mountain area and an 
expanded force in New York City. 
Added power for the drive is ex- 
pected to come from Secretary of 
Commerce Harry Hopkins, who is 
planning to put the economic knowl- 
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JUSTICE PREFERRED 
O. John Rogge, SEC assistant gen- 
eral counsel, is nominated by the 
President to the post of Assistant 
Attorney General in charge of the 
Department of Justice’s Criminal 
Division, to succeed Brien Mc- 
Mahon, resigned. 


edge of his Department at the dis- 
posal of the Justice Department. 


through its projected Bureau of In- 
dustrial Economics, intends to ad- 


In | 
_ addition, the Commerce Department, | 


vise business mén informally what | 


they must do to comply with the 
anti-trust laws. The Justice Depart- 
ment is forbidden to issue advisory 
opinions at present. 

Lines that the incipient campaign 
against combinations in restraint of 
trade will take have already been 
made plain by the Attorney General 
and Mr. Arnold: 

The building trades are now being 
investigated by a small staff and 
court action will be instituted as 
soon as the Government feels its case 


is adequately prepared. 


lated individuals or industries 
lated to the construction industry, 


* milkshed. Also, activity against the 
Instead of proceeding against iso- | 


re- 


the Justice Department plans to file | 


a single complaint naming ali groups 
or individuals whose illegal activities 


are thought to be holding back the | 


building trades. Contractors, trade 


aszocisations, labor unions, distribu- 


tors—wholesale and_ retail—and 
manufacturers of building materials 


Justice Department preparatory to 
filing of a complaint. 

Chief charge, it is expected, will 
be combination by some of those en- 


motion picture industry, begun ear- 
lier this year, will be resumed. 
Firms submitting identical bids on 
Government and private contracts 
are to receive legal attention from 


_ Mr. Arnold’s staff. Among industries 


placed in this classification are the 

rubber tire manufacturers. 
Investigation of conditions in the 

fertilizer industry will be pushed and 


| action already under way against the 
are all being examined now by the | 


Oil industry in the “Madison, Wisc., 


_ cases” will be extended to the East 
| Coast. 


; tal travelers the utmost in beautiful appointments and 


gaged in the building trades to freeze | | corporation or organization representa- 
prices of labor and materials at a tive in Washington or elsewhere. Former 
high level président wartime companies dealing 
|| with government. Contacts. tact, per- 
Building trades are not the only suasiveness, personality. Can deliver 
industry to be investigated, however. | | the goods. Broad business and political 
Plans are forming to extend indict- | | experience, “Practical,” care United 
ments for illegal restraint of trade a Rockefeller Plaza, New 
to the milk industry in the Chicago | : 


@ In these magnificent all-Pullman extra-fare stain- 
less steel streamliners, Santa Fe offers transcontinen- 


smooth-riding speed © The Super Chief, racing be- 
tween Chicago and Los Angeles in just 39% hours, 
departs from Chicago every Tuesday,and Saturday 
evening © The Chief, leaving Chicago every day, is the 
fastest of all California daily trains, and the only 
daily streamliner between Chicago and Los Angeles. 


For reservations, etc., just consult: 
8. A. BOND, Dist. Pass. Agt., SANTA FE RY. 
302 Franklin Trust Bldg.. PHILADELPHIA, PA. 
Phones: Rittenhouse 1464-1465, Race 9642 


KNOW 


HOW TO TREAT A B:T:U: 


Whe a woman wants to get a quantum of heat into a mess of 


victuals, she doesn’t fool. 


She reaches for an Aluminum Cooking Utensil. 


At least that is what seven out of eight housewives do, which 


counts up to about 26 million rule-of-thumb heat engineers who 


endorse Aluminum. 


Yet no woman of our acquaintance ever heard that k = 1509, 


which is the engineer’s way of saying what every woman knows 


from experience: Aluminum conducts heat rapidly. 


This is a large engineering fact, because this natural con- 


ductivity is now teamed with the strength and versatility of the 


~ alloys of Alcoa Aluminum. 


A sauce pan is a simple heat exchanger; its big brothers, 
resplendent with tubes and baffles, and what-not, are saving 


money in many applications in the process industries. 


Diesel engines are designed around the superior heat con- 
ductivity of Aluminum. It has made possible higher compression 
ratios in automobile engines. It is put to work by alert engineers 
in autoclaves, waffle grids and air conditioning units, and in 


both heaters and refrigerators. 


Aluminum conducts heat rapidly. Can we help you use that 
property? Aluminum Company of America, 2106 Gulf Build- 


ing, Pittsburgh, Pennsylvania. 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened” 

GEORGE WASHINGTON 


Vol. VII, No. 22 


May 29, 1939 


“| wholly disapprove of what you say but will 


defend to the death your right to say it.” 


VOLTAIRE 


S THE annual term of the Supreme Court of the 
United States draws to a close, it is customary 
to appraise the work of the tribunal. This year 
such retrospective analysis seems all the more 

desirable because, as Justice Frankfurter wrote in one of 

his concurring opinions there has been “an important 
shift of constitutional doctrine . . . announced after a re- 
construction in the membership of the Court.” 

That there has been a shift in decisions since President 
Roosevelt in February 1937 launched his attack on the 
Court in a nation-wide radio address is a matter of his- 
torical record. Whether such change, however, was the 
direct result of the unprecedented assault on the judiciary 
by the head of a coordinate branch of the government and 
by his political allies in the legislative branch, will always 
be open to dispute. 

The niceties of legal expression mingling an array of 
plausible citations with the 
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Recent Decisions Create an Apprehension That the Supreme Court May Be Surrendering 
Its Function of Checking the Arbitrary Power of the Executive 
And Legislative Branches of the Government 


By DAVID LAWRENCE 


They had thought “manufacturing” was not “commerce” 
and that regulation of labor was a state power. But the 
Supreme Court ruled from another approach that the Con- 
gress of the United States has the responsibility of pre- 
serving order—of maintaining domestic peace and pre- 
venting violence as it might arise from the exercise of 
physical and economic force by big unions or big corpora- 
tons acting in concert to restrain or interrupt the nation’s 
commerce. 

In that same decision the Court pointed out that be- 
cause a law was one-sided it need not be held invalid thus 
depriving Congress altogether of the power to deal with 
labor disputes. 

But the Court then and there assumed an obligation to 
correct not the one-sidedness of the law itself as Congress 
wrote it but any possible one-sidedness in administration 
of the law by the Labor Board. The test of the Court’s 


OURT. 


has been intimately identified with the operations of 
the New Deal. Each comes into the Court from behind 
the scenes in the Roosevelt regime itself. One was an 
Administration Senator, two were office-holders in execu- 
tive agencies of the Administration, and one was intimate 
adviser on legislative policy for the Administration now 
in power. 

There is nothing inherently wrong in appointing to the 
Supreme Court four justices in whom a President has 
confidence and whose respective personal equations he 
knows. Members of the Supreme Court in the past have 
turned against legislation sponsored by the very Presi- 
dent who gave them their high offices. Independence is 
a matter of integrity and conscience and the nation would 
prefer to assume that all four justices are independent of 
political influence. This is more satisfactory than to ac- 
cept the any that the appointees because of their con- 

sistent upholding of New Deal 


outright reversals of constitu- 
tional doctrine give us no con- 
clusive answer to the charge 
that the Supreme Court, most 
venerated of our institutions, 


Supreme Court of the United States 


Present Membership 


has succumbed to political in- 
timidation and the taunting 
barbs of the left wing radicals. 

If one seeks to classify the 
present justices by “liberals” 
and “conservatives” a study of 
the dissents by no means re- 
veals astable majority for what 
might be called liberalism or 
conservatism. Most of the 
cases are so technical in their 
relation to economic and so- 
cial forces that clear-cut con- 
stitutional interpretations as 
such are rare, indeed. 

And yet there has been a 
sweep in a given direction. For 
more than two years now the 
Court has not invalidated a 
single act of Congress though 
prior thereto we read unhesi- 
tating condemnations of what 
was termed by the majority of 
the Court to be congressional 
and executive usurpation of 
power. 

It has long been contended 
that Supreme Court justices | 
are influenced by public opin- CE ATED, left to right: 
ion. The cynical-minded have 
relied on an expression of the 


Associate Justices Harlan F. Stone, James 
Clark McReynolds, Chief Justice Charles Evans Hughes, Asso- 
ciate Justices Pierce Butler and Owen J. Roberts. 


laws in recent months are try- 
ing to carry out the philo- 
sophical jurisprudence of their 
former chieftain. 


It is much better indeed to 


Standing, left to right: The more recently appointed Associate 
Justices Felix Frankfurter, Hugo LaFayette Black, Stanley Forman 
Reed and William O. Douglas. 


build one’s faith on the premise 
that the new members of the 
Court in taking their oath have 
become aware of the august 
traditions of the bench and of 
the very high obligation which 
they owe not to one adminis- 
tration but to the future of 
American constitutionalism. 
For the four recently ap- 
pointed justices, young in 
years, must earn and maintain 
respect for the Court as an in- 
stitution long after the squab- 
bles of the present administra- 
tion have been obscured by an 
entirely new set of squabbles 
arising out of the contests of 
future years. 

Now if it be true that public 
opinion veers from left to right 
and perhaps back to the middle, 
then, in these days of world 
wide upheaval, it is more than 
ever necessary for one institu- 
tion in the controversial pre- 
cincts of our national capital to 
maintain poise and objectivity. 

If the thesis be accepted that 
the Supreme Court itself has 
been in danger of destruction 
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late Finley Peter Dunne who 
in one of his humorous monologues, said the Supreme 
Court “follows the election returns.” 

This bit of political legendry will not be accepted by 
all thoughtful Americans who notwithstanding the trend 
of the times maintain a deep reverence for the Court and 
its essential honesty. What may be a more acceptable, if 
not euphemistic, explanation of the cycles of legal evolu- 
tion, is that the Supreme Court Justices are influenced by 
the facts which envelop America’s economic life in which 
they cannot refrain from participating as passive observ- 
ers. For the members of the Court do not live in an “‘in- 
tellectual vacuum,” as Chief Justice Hughes once phrased 
it, and they cannot but absorb from a reading of current 
events a realistic knowledge of the economic currents and 
world-wide forces which move like the tides across the 
seas of modern civilization. 

When the Supreme Court, for instance, was hearing 
argument on the validity of the National Labor Relations 
Act in February, 1937, a sitdown strike was in progress in 
Michigan’s automobile industry. The Governor of the 
State appeared powerless to secure withdrawal of the tres- 
passers, whereas the federal authorities supinely took 
the position that the dispute was a matter for the state 
police power. 

Then ‘came the famous decision made public in April 
but prepared by the Court in the atmosphere of union war- 
fare that had paralyzed a major industry. The Court held 
that Congress and the federal government were not 
powerless, that labor disputes within a state could be 
legislated upon and means could be provided to settle 
them. At first the conservatives were dumbfounded. 
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real statesmanship in dealing with labor problems is yet 
to come. 

It is a grave responsibility for the Supreme Court to 
amend the Constitution by judicial interpretation. Much 
of the outcry against the Court by the New Dealers was 
based on the theory that the Court for years had been 
amending the Constitution by refusing to give Congress 
full sway. 

We now have two groups—the “left and the right—con- 
tending that the Court has been or is susceptible to po- 
litical pressure. Confidence in the highest tribunal of our 
Republic is as important as patriotism itself. It would be 
tragic, indeed, if in a few years a substantial part of the 
American public should come to believe that they have 
had a “packed” court after all and that membership on 
the Supreme Court is just another of the instrumentalities 
of our political warfare. Insincerity and hypocrisy on 
Capitol Hill have tended to reduce the regard of the people 
for members of Congress. Let us hope the judicial and 
legislative branches will never become coordinate in that 
respect at least. 


The future of the Court in the esteem of the American 
people does not rest with the five men in the front row in 
the picture adjacent to these columns—the men who were 
part of the original nine who unanimously invalidated the 
National Industrial Recovery Act which was termed by 
Justice Cardozo “delegation running riot.” The prestige 
of the Supreme Court rests rather with the four men in 


the back row who have been appointed by the present Ad- 
ministration. 


This is because, adventitiously, every one of the four 
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because of an intransigeant at- 
titude toward left wing philosophy which sought to break 
down the legalisms of the past, so also is it dangerous for 
a “reconstructed” Court ever to abandon its check either 
on the Congress or the federal boards which may be usurp- 
ing the rights reserved to the people. 

One no longer says the “rights reserved to the states” 
for these have been in large measure obliterated. There 
remains only the “rights reserved to the people” because 
these touch the preservation of democracy itself. The 
device of an Administration whereby more justices of its 
own viewpoint are added to the courts is not unlike the 
Nazi conception of courts of “public sentiment.” 

Anybody who reads some of the recent decisions of the 
Supreme Court sanctioning, for instance, the right of 
Congress to exercise production control on the farm, re- 
versing within three years the famous AAA decision, must 
concede that fascism and communism are constitutionally 
possible without further restraint by the Supreme Court. 

Whatever remedy the people may think they have 
against such usurpations of power is no longer to be found 
in the courts, to be sure, but in the controlled ballot boxes 
of pressure groups and subsidized factions. The Court’s 
sole opportunity, therefore, to maintain democracy is in 
these two clauses of the Bill of Rights of our Constitution 
which say: 


“The enumeration in the Constitution, of certain 
rights, shall not be construed to deny or disparage 
others retained by the people. 

‘The powers not delegated to the United States 
by the Constitution, nor prohibited by it to the States, 
are reserved to the States respectively, or to 
the people.” | 
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